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Executive Order
RP 59
Relating to renewal of disaster recovery issues.
WHEREAS, Hurricane Katrina, a disaster in sister states, created an
emergency disaster and emergency conditions for the people in the
State of Texas beginning September 1, 2005; and
WHEREAS, Hurricane Rita struck the State of Texas on September 24,
2005, causing massive destruction in South and East Texas; and
WHEREAS, Texas Railroad Commissioner Michael Williams, in his
role as leading the state’s long-term relief efforts in regards to Hurri-
canes Katrina and Rita, requested that I issue an executive order to fur-
ther aid in the disaster recovery effort in order to continue to address
the emergency conditions created by the disasters; and
WHEREAS, I did issue Executive Order No. RP-54 on January 10,
2006, Executive Order No. RP-55 on February 9, 2006, and Executive
Order No. RP-56 on March 10, 2006, relating to disaster recovery; and
WHEREAS, I do hereby certify that Hurricanes Katrina and Rita con-
tinue to create an emergency disaster and emergency conditions for the
people in the State of Texas; and
WHEREAS, pursuant to the Texas Disaster Act of 1975, the governor
is responsible for meeting the dangers to the state and people presented
by disasters; and
WHEREAS, under Chapter 418 of the Texas Government Code, the
governor is expressly authorized to issue executive orders declaring a
state of disaster;
NOW THEREFORE, in accordance with the authority vested in me
by Section 418.014 of the Texas Government Code, I do hereby renew
Executive Order No. RP-56 and declare a state of disaster for purposes
of disaster recovery and response and direct that all necessary mea-
sures, both public and private as authorized under Section 418.015 of
the Texas Government Code, be implemented to meet the disaster.
As provided in Section 418.016 of the Texas Government Code, all
rules and regulations that may inhibit or prevent prompt response to
this threat are suspended for the duration of the incident.
FURTHER, I hereby order that all actions taken pursuant to this exec-
utive order shall be preauthorized by the State Director of Homeland
Security.
This executive order supersedes all previous orders in conict or incon-
sistent with its terms and shall remain in effect and in full force until it
expires by statute or it is modied, amended, rescinded, or superseded
by me or by a succeeding Governor. This Proclamation shall be effec-
tive for a period of 30 days beginning on April 9, 2006.




TO ALL TO WHOM THESE PRESENTS SHALL COME:
WHEREAS, education is the foundation for the economic and cultural
future of the state of Texas and the constitutional responsibility for the
development of an efcient system of public education rests with the
legislature; and
WHEREAS, the current state of public school nance requires immedi-
ate action by the legislature to ensure the continued efcient and effec-
tive operation of Texas schools due to the Texas Supreme Court’s con-
clusion that the public education nance system violates article VIII,
section 1-e of the Texas Constitution and the Texas Supreme Court has
given the legislature until June 1, 2006 to change the public education
nance system.; and
WHEREAS, the people have placed the constitutional power to call and
convene the legislature into special session in the hands of the Chief
Executive Ofcer of the State;
NOW, THEREFORE, I, RICK PERRY, GOVERNOR OF THE STATE
OF TEXAS, by the authority vested in me by Article IV, Section 8, of
the Texas Constitution, do hereby call an extraordinary session of the
79th Legislature, to be convened in the city of Austin, commencing
at 2 p.m. on Monday the 17th day of April 2006, for the following
purposes:
To consider legislation that provides for school district property tax
relief.
To consider legislation that provides for modication of the franchise
tax.
To consider legislation that provides for modication of the motor ve-
hicle sales and use tax.
To consider legislation that provides for modication of the tax on to-
bacco products.
To consider legislation that provides for an appropriation to the Texas
Education Agency.
The Secretary of State will take notice of this action and will notify the
members of the Legislature of my action.
IN TESTIMONY WHEREOF, I have hereto signed my name and have
ofcially caused the Seal of State to be afxed at my Ofce in the City
of Austin, Texas, this the 17th day of April 2006.
Rick Perry, Governor
Attested By: Roger Williams, Secretary of State
TRD-200602350




The Honorable J. Keith Meredith
Freestone County and District Attorney
118 East Commerce, Room 305
Faireld, Texas 75840
Re: Authority of a type A general law municipality to annex land out-
side its territorial jurisdiction (Request No. 0480-GA)
Briefs requested by May 28, 2006
RQ-0481-GA
Requestor:
The Honorable Jeri Yenne
Brazoria County Criminal District Attorney
Brazoria County Courthouse
111 East Locust, Suite 408A
Angleton, Texas 77515
Re: Application of chapter 706 of the Transportation Code, which per-
mits the Department of Public Safety to deny renewal of a drivers li-
cense to a person who fails to appear in court (Request No. 0481-GA)
Briefs requested by May 28, 2006
For further information, please access the website at





Of¿ce of the Attorney General
Filed: May 3, 2006
Opinions
Opinion No. GA-0424





Re: Use of county jail inmate labor on projects for nonprot organiza-
tions (RQ-0406-GA)
S U M M A R Y
The phrase "work program" as used in article 43.101(a) of the Code of
Criminal Procedure refers to a county jail industries program or other
work program that a county has established under article 43.10 of the
Code of Criminal Procedure or section 351.201 of the Local Govern-
ment Code. A sheriff may operate a work program only as autho-
rized by articles 43.09 and 43.10, Code of Criminal Procedure, and
section 351.201, Local Government Code. Accordingly, defendants
who volunteer for a work program under article 43.101 may perform
work or produce goods for a nonprot organization only if the organi-
zation complies with article 43.10(4) or section 351.201(b)(3)(B). Con-
versely, a sheriff may not "use jail inmate trustees on . . .projects . . .for
nonprot organizations" except through a work program operated con-
sistently with article 43.09 or 43.10 or a county jail industries program
operated consistently with an order entered under section 351.201.
Opinion No. GA-0425
The Honorable Norma Chavez
Chair, Committee on Border and International Affairs
Texas House of Representatives
Post Ofce Box 2910
Austin, Texas 78768-2910
Re: Whether the state or its political subdivisions may regulate interna-
tional border crossings by persons under the age of 18 years, or whether
the state may regulate the conduct of persons under the age of 18 years
who are at or near an international border (RQ-0407-GA)
S U M M A R Y
The state or its political subdivisions may not regulate international
border crossings by persons under the age of 18 years. The state and
its political subdivisions, however, may restrict persons under the age
ATTORNEY GENERAL May 12, 2006 31 TexReg 3759
of 18 years from being in Texas areas near the Texas-Mexico border
by creating a narrowly tailored law that furthers a compelling govern-
mental interest.
Opinion No. GA-0426
The Honorable Elizabeth Murray-Kolb
Guadalupe County Attorney
101 East Court Street, Suite 104
Seguin, Texas 78155-5779
Re: Duty of ofcers who are magistrates under Code of Criminal Pro-
cedure article 2.09 to provide warnings to arrestees and whether mag-
istrate duties constitute a judicial function (RQ-0410-GA)
S U M M A R Y
Code of Criminal Procedure article 15.17 requires a magistrate of the
county to provide statutory warnings to an arrested person brought be-
fore him. Magistrates of the county who have a mandatory duty to
provide warnings under article 15.17 include district judges, county
judges, the judges of the county courts at law, the judges of statutory
probate courts, the justices of the peace, and the mayors, recorders, and
judges of the municipal courts of incorporated cities or towns. The fre-
quency with which a particular magistrate of the county performs this
duty may depend upon factors such as the magistrate’s location and the
hours when the magistrate is available to individuals who have an ar-
rested person in custody.
Service as a magistrate pursuant to article 15.17 is a judicial function
within Government Code section 26.006, entitling a county judge who
serves as magistrate for a sufcient time to a state salary supplement.
Because the section 26.006 salary supplement is provided by the state,
it is not subject to Local Government Code section 152.013. The
Guadalupe County Commissioners Court may transfer funds from one
budgeted item to another to make payments with respect to the county
judge’s state salary supplement that the county is legally required to
make.
For further information, please access the website at





Of¿ce of the Attorney General
Filed: May 3, 2006
31 TexReg 3760 May 12, 2006 Texas Register
Advisory Opinion Request
AOR-533 The Texas Ethics Commission has been asked to consider
whether a former assistant general counsel of a state agency is prohib-
ited from representing a person in a contested case before the agency
if the case was opened while the former assistant general counsel was
an employee of the agency.
The Texas Ethics Commission is authorized by §571.091 of the Gov-
ernment Code to issue advisory opinions in regard to the following
statutes: (1) Chapter 572, Government Code; (2) Chapter 302, Gov-
ernment Code; (3) Chapter 303, Government Code; (4) Chapter 305,
Government Code; (5) Chapter 2004, Government Code; (6) Title 15,
Election Code; (7) Chapter 36, Penal Code; and (8) Chapter 39, Penal
Code.
Questions on particular submissions should be addressed to the Texas






Filed: April 27, 2006
TEXAS ETHICS COMMISSION May 12, 2006 31 TexReg 3761
TITLE 1. ADMINISTRATION
PART 15. TEXAS HEALTH AND
HUMAN SERVICES COMMISSION
CHAPTER 371. MEDICAID AND OTHER
HEALTH AND HUMAN SERVICES FRAUD
AND ABUSE PROGRAM INTEGRITY
SUBCHAPTER C. UTILIZATION REVIEW
1 TAC §371.204, §371.208
The Health and Human Services Commission (HHSC) proposes
to amend Chapter 371, §371.204 and §371.208, concerning
Medicaid and other Health and Human Services Fraud and
Abuse Program Integrity. Chapter 371 describes the Hospital
Screening Criteria for Texas Medical Review Program (TMRP),
Tax Equity and Fiscal Responsibility Act (TEFRA), and Lon-
eSTAR Select II Contract Reviews and Appeals Related to
Utilization Review Department Review Decisions.
Background and Justication
Currently, §371.204, Hospital Screening Criteria for Texas Med-
ical Review Program (TMRP), Tax Equity and Fiscal Responsi-
bility Act (TEFRA), and LoneSTAR Select II Contract Reviews,
makes references to utilization review criteria. The Ofce of
the Inspector General performs Utilization Reviews of inpatient
hospital stays based on "physician-developed and physician-ap-
proved inpatient hospital" criteria. The amendment is necessary
to establish new criteria for utilization review because the exist-
ing criteria is no longer available for use.
Rule 371.208, the Appeals Related to Utilization Review Depart-
ment Decisions, allows a hospital that receives a notice from
HHSC of an adverse decisions regarding medical necessity of
admission, to appeal to the responsible area within HHSC. The
written notication of the adverse decision sets out the time
frame for the appeal process. HHSC is revising language to
clarify the appropriate section within the agency that is respon-
sible for reviewing the appeal.
Section-by-Section Summary
Rule 371.204, Hospital Screening Criteria for Texas Medical
Review Program (TMRP), Tax Equity and Fiscal Responsibility
Act (TEFRA), and LoneSTAR Select II Contract Reviews, de-
scribes the criteria used for utilization review of inpatient hospital
stays. The revisions to the rule include replacing references
from "physician-developed and physician-approved inpatient
hospital" criteria to "recognized evidence-based guideline"
utilization review criteria.
Rule 371.208, Appeals Related To Utilization Review Depart-
ment Review Decisions, describes the provider’s appeal process
of utilization review decisions made by HHSC. The proposed
amendment changes references from "Department" to "Unit" and
from "Resolution Services, Medical/Administrative Appeals" to
the "responsible area in HHSC."
Fiscal Note
Tom Suehs, Deputy Commissioner for Financial Services, has
determined that during the initial implementation period the pro-
posed amendment is in effect there will be a cost to the state.
For state scal years 2006 - 2010, the state will incur a cost of
$65,600 per year. For state scal year 2006, the state may expe-
rience a cost of $786,400, a federal cost of $1,213,600 and total
cost of $2,000,000. Local governments will not incur additional
costs. The proposed amendment will not have an affect on the
local health and human service agencies.
Small and Micro-Business Impact Analysis
Mr. Suehs has also determined that there will be no effect
on small businesses or micro-businesses to comply with this
amendment as proposed. This was determined by interpre-
tation of the rule that small businesses and micro-businesses
will not be required to alter their business practices in order to
comply with the proposed amendment. There are no anticipated
economic costs to persons who are required to comply with
the amendment as proposed. There is no anticipated negative
impact on local employment.
Public Benet
Mr. Brian Flood, Inspector General, has determined that for the
initial implementation period the amendment is in effect, the pub-
lic will benet from adoption of the amendment. The anticipated
public benet, as a result of implementing the amendment, will
be a more efcient utilization review process due to the modi-
cation to the guideline criteria.
Regulatory Analysis
HHSC has determined that the proposed amendment is not a
"major environmental rule," as dened by §2001.0225 of the
Texas Government Code. "Major environmental rule" is dened
to mean a rule the specic intent of which is to protect the en-
vironment or reduce risk to human health from environmental
exposure and that may adversely affect, in a material way, the
economy, a sector of the economy, productivity, competition,
jobs, the environment or the public health and safety of a state
or a sector of the state. The proposed amendment is not specif-
ically intended to protect the environment or reduce risks to hu-
man health from environmental exposure.
Takings Impact Assessment
PROPOSED RULES May 12, 2006 31 TexReg 3763
HHSC has determined that the proposed amendment does not
restrict or limit an owner’s right to his or her property that would
otherwise exist in the absence of government action and, there-
fore, does not constitute a taking under §2007.043 of the Gov-
ernment Code.
Public Comment
Written comments on the proposal may be submitted to Judy
Knobloch, Quality Nurse Specialist, Ofce of the Inspector Gen-
eral Division, Texas Health and Human Services Commission,
P.O. Box 85200, MC-1324, Austin, Texas 78708-5200, within 30
days of publication of this proposal in the Texas Register.
Public Hearing
A public hearing is scheduled for May 24, 2006, at 2:00 p.m.
in the Lone Star Conference Room at 11209 Metric Boulevard,
Building H, Austin, Texas. Persons requiring further information,
special assistance, or accommodations should contact Kyna
Belcher at (512) 491-1884.
To comply with federal regulations, a copy of the proposal is be-
ing sent to each Texas Department of Aging and Disability Ser-
vices (DADS) ofce where it will be available for public review
upon request.
Statutory Authority
The amendments are proposed under the Texas Government
Code, §531.033, which provides the Executive Commissioner of
HHSC with broad rulemaking authority; the Human Resources
Code, §32.021, and the Texas Government Code, §531.021(a),
which provide HHSC with the authority to administer the Texas
Medicaid program; and Government Code §2001.006, which al-
lows state agencies to adopt rules in preparation for the imple-
mentation of legislation. HHSC has the authority to obtain any
information or technology necessary to enable the ofce to meet
its responsibilities, §531.102(a) OFFICE OF INSPECTOR GEN-
ERAL.
The proposed rules affect the Human Resources Code, Chapter
32, and the Texas Government Code, Chapter 531. No other
statutes, articles, or codes are affected by the proposed amend-
ment.
§371.204. Hospital Screening Criteria for Texas Medical Review
Program (TMRP), Tax Equity and Fiscal Responsibility Act (TEFRA),
and LoneSTAR Select II Contract Reviews.
(a) The Texas Health and Human Services Commission
(Commission) uses recognized evidence-based guidelines for [physi-
cian-developed and physician-approved] inpatient hospital screening
criteria. Non-physician [The criteria included Indicators for Hospi-
talization (IH) and Treatment (T) criteria. Nonphysician] reviewers
use the criteria as guidelines for the initial approval or for the referral
of inpatient reviews for medical necessity decisions. If the [IH or T]
criteria are not met, or if the non-physician [nonphysician] reviewer
has any questions concerning the appropriateness of coding or quality
of care, the nonphysician reviewer will refer the medical record to
a physician consultant under contract with the Commission for a
decision. Even if the [IH or T] criteria are met, the physician con-
sultant may determine that an inpatient admission was not medically
necessary and the Commission will issue an admission denial. If a
hospital claim is denied for lack of medical necessity or for being
provided in an inappropriate setting, the Commission will consider
for denial physician claims associated with the hospital admission or
service when such claims can be identied and are deemed to be the
result of inappropriate admission orders. A physician consultant may
determine that an inpatient admission was not medically necessary if a
physician admitted a patient in observation status and the patient was
discharged within twenty-four hours from that outpatient status.
(b) For the purposes of the TMRP, TEFRA, and LoneSTAR
Select II Contract reviews, medical necessity means that the patient
has a condition requiring treatment that can be safely provided only in
the inpatient setting.
§371.208. Appeals Related To Utilization Review Department Re-
view Decisions
If a hospital receives notication from the Texas Health and Human
Services Commission (HHSC) Utilization Review Unit [Department]
of an adverse decision regarding medical necessity of admission, days
of stay, diagnosis related group (DRG) validation, or a nal technical
denial, the hospital may appeal to [the] HHSC [Resolution Services,
Medical/Administrative Appeals Unit]. The written notication of ad-
verse decision will set out the responsible area and time frame within
which the appeal must be received by [the] HHSC. The Texas Medic-
aid Policy and Procedure Manual provides additional information on
the appeal process. [Resolution Services, Medical/Administrative Ap-
peals Unit.]
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Texas Health and Human Services Commission
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 424-6576
TITLE 4. AGRICULTURE
PART 1. TEXAS DEPARTMENT OF
AGRICULTURE
CHAPTER 20. COTTON PEST CONTROL
SUBCHAPTER C. STALK DESTRUCTION
PROGRAM
4 TAC §20.22
The Texas Department of Agriculture (the department) proposes
amendments to §20.22(a), concerning cotton stalk destruction
deadlines. The amendments are proposed to update the chart
that lists pest management zones and destruction deadlines to
make it consistent with recent amendments to §20.20 which re-
classied Pest Management Zone 5 as Zone 3, Area 3, and es-
tablished an October 20 destruction deadline for Zone 3, Area 3.
Dr. Robert Crocker, coordinator for pest management and citrus
programs, has determined that for the rst ve-year period the
proposed amendments are in effect, there will be no anticipated
scal impact for state and local governments as a result of ad-
ministering or enforcing the rule, as amended.
Dr. Crocker also has determined that for each year of the rst
ve years the proposed amendments are in effect, the public
benet anticipated as a result of administering and enforcing the
amended section will be providing accurate and consistent in-
formation to the regulated public. There is no cost anticipated
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to micro-businesses, small businesses or individuals required to
comply with the amendments.
Comments on the proposal may be submitted in writing to Dr.
Robert Crocker, Coordinator for Pest Management and Citrus
Programs, Texas Department of Agriculture, P.O. Box 12847,
Austin, Texas 78711. Comments must be received no later than
30 days from the date of the publication of the proposal in the
Texas Register.
The amendments are proposed in accordance with the Texas
Agriculture Code (the Code), §74.006, which provides the de-
partment with the authority to adopt rules as necessary for the ef-
fective enforcement and administration of Chapter 74, Subchap-
ter A; and §74.004, which provides the department with the au-
thority to establish regulated areas, dates and appropriate meth-
ods of destruction of stalks, other cotton parts and products of
host plants for cotton pests
The code that is affected by the proposal is Texas Agriculture
Code, Chapter 74, Subchapter A.
§20.22. Stalk Destruction Requirements.
(a) Deadlines and methods. All cotton plants in pest manage-
ment zones 1-8 shall be rendered non-hostable by the stalk destruction
dates indicated for the zone. Destruction shall be performed periodi-
cally to prevent the presence of fruiting structures. Destruction of all
cotton plants shall be accomplished in Zone 9 by shredding and in Zone
10 by shredding and plowing. In Zone 9, destruction shall be performed
as necessary to keep cotton non-hostable. In Zone 10, soil must be
tilled to a depth of 6 or more inches and destruction shall be performed
as necessary to prevent regrowth and volunteer cotton.
Figure: 4 TAC §20.22(a)
(b) - (e) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Texas Department of Agriculture
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 463-4075
TITLE 7. BANKING AND SECURITIES
PART 1. FINANCE COMMISSION OF
TEXAS
CHAPTER 1. CONSUMER CREDIT
REGULATION
SUBCHAPTER J. AUTHORIZED LENDER’S
DUTIES AND AUTHORITY
7 TAC §1.841, §1.845
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (the commission) proposes
the repeal of §1.841 and §1.845, concerning non-standard con-
tract ling procedures and the required complaints and inquiries
notice for lenders. The commission has determined that these
rules more effectively belong in Part 5, in new Chapter 90,
concerning Chapter 342, Plain Language Contract Provisions.
Therefore, these rules are being proposed for repeal and new
rules are proposed elsewhere in this issue of the Texas Register.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the repeal as proposed
will be in effect, there will be no scal implications for state or
local government as a result of administering or enforcing the
repeal.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the repeal as proposed will be in effect, the
public benet anticipated as a result of the repeal will be more
logically organized and readily available rules for lenders and
consumers. There is no anticipated cost to persons who are
required to comply with the repeal as proposed. There will be no
adverse economic effect on small or micro businesses. There
will be no effect on individuals required to comply with the repeal
as proposed.
Comments on the proposed repeal may be submitted in
writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207, or by email to lau-
rie.hobbs@occc.state.tx.us.
The repeal is proposed under Texas Finance Code §11.304,
which authorizes the commission to adopt rules to enforce Ti-
tle 4 of the Texas Finance Code. Additionally, Texas Finance
Code §342.551 authorizes the commission to adopt rules for the
enforcement of the consumer loan chapter.
The statutory provisions (as currently in effect) affected by the
proposed repeal are contained in Texas Finance Code, Chapter
342, Subchapters E, F, and G.
§1.841. Non-standard Contract Filing Procedures.
§1.845. Complaints and Inquiries Notice.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
SUBCHAPTER Q. CHAPTER 342, PLAIN
LANGUAGE CONTRACT PROVISIONS
7 TAC §§1.1201 - 1.1207, 1.1211, 1.1212, 1.1214 - 1.1217,
1.1221, 1.1222, 1.1224 - 1.1227, 1.1231, 1.1232, 1.1234 -
1.1237, 1.1241, 1.1242, 1.1244 - 1.1247, 1.1251 - 1.1256
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
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the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (the commission) proposes
the repeal of 7 TAC, Part 1, Chapter 1, Subchapter Q, §§1.1201
- 1.1207, 1.1211, 1.1212, 1.1214 - 1.1217, 1.1221, 1.1222,
1.1224 - 1.1227, 1.1231, 1.1232, 1.1234 - 1.1237, 1.1241,
1.1242, 1.1244 - 1.1247, 1.1251 - 1.1256, relating to Chapter
342, Plain Language Contract Provisions. The commission has
determined as part of a rule review that this subchapter more
effectively belongs in Part 5, as its own chapter. Therefore,
these rules are being proposed for repeal and new rules are
proposed elsewhere in this issue of the Texas Register.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the repeal as proposed
will be in effect, there will be no scal implications for state or
local government as a result of administering or enforcing the
repeal.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the repeal as proposed will be in effect, the
public benet anticipated as a result of the repeal will be more
logically organized and readily available rules for lenders and
consumers. There is no anticipated cost to persons who are
required to comply with the repeal as proposed. There will be no
adverse economic effect on small or micro businesses. There
will be no effect on individuals required to comply with the repeal
as proposed.
Comments on the proposed repeal may be submitted in
writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207, or by email to lau-
rie.hobbs@occc.state.tx.us.
The repeal is proposed under Texas Finance Code §11.304,
which authorizes the commission to adopt rules to enforce Ti-
tle 4 of the Texas Finance Code. Additionally, Texas Finance
Code §342.551 authorizes the commission to adopt rules for the
enforcement of the consumer loan chapter.
The statutory provisions (as currently in effect) affected by the
proposed repeal are contained in Texas Finance Code, Chapter
342, Subchapters E, F, and G.
§1.1201. Purpose.
§1.1202. Relationship with Federal Law.
§1.1203. Denitions.





§1.1212. Relationship with Federal Law.





§1.1222. Relationship with Federal Law.





§1.1232. Relationship with Federal Law.





§1.1242. Relationship with Federal Law.





§1.1252. Negotiation in Spanish.
§1.1253. Form of Disclosure.
§1.1254. Items Excluded from Translation Requirement.
§1.1255. Multiple-Party Transactions.
§1.1256. Legal Document.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
SUBCHAPTER R. MOTOR VEHICLE
INSTALLMENT SALES CONTRACT
PROVISIONS
7 TAC §§1.1301 - 1.1309
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (the commission) proposes
the repeal of 7 TAC, Part 1, Chapter 1, Subchapter R, §§1.1301
- 1.1309, relating to Motor Vehicle Installment Sales Contract
Provisions. The commission has determined as part of a rule
review that this subchapter more effectively belong in Part 5,
in a new chapter relating to motor vehicles. Therefore, these
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rules are being proposed for repeal and new rules are proposed
elsewhere in this issue of the Texas Register.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the repeal as proposed
will be in effect, there will be no scal implications for state or
local government as a result of administering or enforcing the
repeal.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the repeal as proposed will be in effect, the
public benet anticipated as a result of the repeal will be more
logically organized and readily available rules for lenders and
consumers. There is no anticipated cost to persons who are
required to comply with the repeal as proposed. There will be no
adverse economic effect on small or micro businesses. There
will be no effect on individuals required to comply with the repeal
as proposed.
Comments on the proposed repeal may be submitted in
writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207, or by email to lau-
rie.hobbs@occc.state.tx.us.
The repeal is proposed under Texas Finance Code §11.304,
which authorizes the commission to adopt rules to enforce Ti-
tle 4 of the Texas Finance Code. Additionally, Texas Finance
Code §348.513 authorizes the commission to adopt rules for the
enforcement of the motor vehicle installment sales chapter.
The statutory provisions (as currently in effect) affected by the
proposed repeal are contained in Texas Finance Code, Chapter
348.
§1.1301. Purpose.
§1.1302. Relationship with Federal Law.
§1.1303. Denitions.
§1.1304. Disclosures and Contract Provisions Required by the Texas
Finance Code.
§1.1305. Other Disclosures Required by Commission Rule.




This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
SUBCHAPTER S. MOTOR VEHICLE SALES
FINANCE LICENSES
7 TAC §§1.1401, 1.1403 - 1.1410
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (the commission) proposes
the repeal of 7 TAC, Part 1, Chapter 1, Subchapter S, §§1.1401,
and 1.1403 - 1.1410, relating to Motor Vehicle Sales Finance Li-
censes. The commission has determined as part of a rule review
that this subchapter more effectively belong in Part 5, in a new
chapter relating to motor vehicles. Therefore, these rules are be-
ing proposed for repeal and new rules are proposed elsewhere
in this issue of the Texas Register.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the repeal as proposed
will be in effect, there will be no scal implications for state or
local government as a result of administering or enforcing the
repeal.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the repeal as proposed will be in effect, the
public benet anticipated as a result of the repeal will be more
logically organized and readily available rules for lenders and
consumers. There is no anticipated cost to persons who are
required to comply with the repeal as proposed. There will be no
adverse economic effect on small or micro businesses. There
will be no effect on individuals required to comply with the repeal
as proposed.
Comments on the proposed repeal may be submitted in
writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207, or by email to lau-
rie.hobbs@occc.state.tx.us.
The repeal is proposed under Texas Finance Code §11.304,
which authorizes the commission to adopt rules to enforce Ti-
tle 4 of the Texas Finance Code. Additionally, Texas Finance
Code §348.513 authorizes the commission to adopt rules for the
enforcement of the motor vehicle installment sales chapter.
The statutory provisions (as currently in effect) affected by the
proposed repeal are contained in Texas Finance Code, Chapter
348.
§1.1401. Denitions.
§1.1403. Transfer of License.
§1.1404. Processing of Application.
§1.1405. Change in Form or Proportionate Ownership.




§1.1410. Implementation Provisions of Licensing.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
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SUBCHAPTER T. MOTOR VEHICLE SALES
FINANCE OPERATIONS
7 TAC §1.1501, §1.1502
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (the commission) proposes
the repeal of 7 TAC, Part 1, Chapter 1, Subchapter T, §1.1501
and §1.1502, relating to Motor Vehicle Sales Finance Opera-
tions. The commission has determined as part of a rule review
that this subchapter more effectively belong in Part 5, in a new
chapter relating to motor vehicles. Therefore, these rules are be-
ing proposed for repeal and new rules are proposed elsewhere
in this issue of the Texas Register.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the repeal as proposed
will be in effect, there will be no scal implications for state or
local government as a result of administering or enforcing the
repeal.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the repeal as proposed will be in effect, the
public benet anticipated as a result of the repeal will be more
logically organized and readily available rules for lenders and
consumers. There is no anticipated cost to persons who are
required to comply with the repeal as proposed. There will be no
adverse economic effect on small or micro businesses. There
will be no effect on individuals required to comply with the repeal
as proposed.
Comments on the proposed repeal may be submitted in
writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207, or by email to lau-
rie.hobbs@occc.state.tx.us.
The repeal is proposed under Texas Finance Code §11.304,
which authorizes the commission to adopt rules to enforce Ti-
tle 4 of the Texas Finance Code. Additionally, Texas Finance
Code §348.513 authorizes the commission to adopt rules for the
enforcement of the motor vehicle installment sales chapter.
The statutory provisions (as currently in effect) affected by the
proposed repeal are contained in Texas Finance Code, Chapter
348.
§1.1501. Denitions.
§1.1502. Prepaid Maintenance Agreements.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
CHAPTER 4. CURRENCY EXCHANGE
7 TAC §§4.3, 4.4, 4.10
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of
the Finance Commission of Texas or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), proposes the
repeal of §4.3, concerning reporting and recordkeeping, §4.4,
concerning change of location, and §4.10, concerning mobile
currency business.
Prior to September 1, 2005, Texas law regulated money ser-
vices businesses under Finance Code, Chapter 152 (Sale of
Checks Act) and Chapter 153 (Currency Transmission Act). Dur-
ing the 79th Regular Session, the Texas Legislature enacted
the Money Services Act (Act of May 26, 2005, 79th Leg., R.S.,
H.B. 2218, §1), effective September 1, 2005. The Money Ser-
vices Act (MSA), codied as Finance Code, Title 3, Subtitle E,
Chapter 151, consolidates the regulation of persons engaged in
the money transmission and currency exchange businesses in
Texas into one statute and repeals the Sale of Checks and Cur-
rency Exchange Acts.
Chapter 4 consists of the administrative rules the commis-
sion previously adopted to implement the repealed Currency
Exchange Act. The commission is adopting new regulations
under the MSA, which are located in Texas Administrative
Code, Title 7, Chapter 33 (Money Services Businesses). As the
commission adopts new Chapter 33 sections, the commission is
repealing existing sections of Chapter 4. Ultimately, all Chapter
4 sections will be repealed.
As explained in this preamble, the commission is proposing to
repeal §§4.3, 4.4, and 4.10 because the substance of these sec-
tions is incorporated into or rendered unnecessary by the MSA,
or is included in new sections of Chapter 33 that the commission
is simultaneously proposing in this issue of the Texas Register.
Section 4.3 establishes reporting and recordkeeping require-
ments for persons licensed under the repealed Currency
Exchange Act. The commission proposes to repeal §4.3
because the reporting and recordkeeping requirements that
apply under the MSA are set out in Finance Code, §§151.602
- 151.604 and proposed new 7 TAC §§33.31, 33.33, 33.35,
and 33.37. Section 4.4, which requires a license holder to
notify the department before changing its business location, is
proposed for repeal because the department no longer requires
that a location change receive prior approval. A license holder
provides the department with a list of locations in its renewal
report and in other reports as requested, and the department
considers this reporting to be sufcient. Finally, the commission
proposes to repeal §4.10, which requires a license holder to
obtain a separate license for each location served by a mobile
currency unit, because the MSA allows a license holder to con-
duct business at multiple locations under one license. Section
4.10 is therefore obsolete.
Ms. Stephanie Newberg, Deputy Commissioner, Texas Depart-
ment of Banking, has determined that for the rst ve year period
the proposed repeal is in effect, there will be no scal implica-
tions for state or local governments as a result of enforcing or
administering the repeal of these sections.
Ms. Newberg has also determined that, for each of the rst ve
years the repeal as proposed will be in effect, the anticipated
benet will be the deletion of regulations that are unnecessary
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or obsolete. The repealed section will be replaced with new,
updated regulations that are clearer and conform to the MSA.
To be considered, comments on the proposed repeal must be
submitted not later than 30 days after the date of publication of
this notice. Comments should be addressed to Sarah Shirley,
Assistant General Counsel, Texas Department of Banking, 2601
North Lamar Boulevard, Suite 300, Austin, Texas 78705-4294,
or by email to: sarah.shirley@banking.state.tx.us.
The repeal is proposed under Finance Code, §151.102, which
authorizes the commission to adopt rules to administer and en-
force Finance Code, Chapter 151.
Finance Code, Chapter 151, is affected by the proposed repeal.
§4.3. Reporting and Recordkeeping.
§4.4. Change of Location.
§4.10. Mobile Currency Business.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Finance Commission of Texas
Proposed date of adoption: August 18, 2006
For further information, please call: (512) 475-1300
PART 2. TEXAS DEPARTMENT OF
BANKING
CHAPTER 29. SALE OF CHECKS ACT
7 TAC §29.11
(Editor’s note: The text of the following section proposed for repeal
will not be published. The section may be examined in the ofces of
the Texas Department of Banking or in the Texas Register ofce, Room
245, James Earl Rudder Building, 1019 Brazos Street, Austin.)
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), proposes the
repeal of §29.11, concerning reporting and recordkeeping.
Prior to September 1, 2005, Texas law regulated money ser-
vices businesses under Finance Code, Chapter 152 (Sale of
Checks Act) and Chapter 153 (Currency Transmission Act). Dur-
ing the 79th Regular Session, the Texas Legislature enacted
the Money Services Act (Act of May 26, 2005, 79th Leg., R.S.,
H.B. 2218, §1), effective September 1, 2005. The Money Ser-
vices Act (MSA), codied as Finance Code, Title 3, Subtitle E,
Chapter 151, consolidates the regulation of persons engaged in
the money transmission and currency exchange businesses in
Texas into one statute and repeals the Sale of Checks and Cur-
rency Exchange Acts.
Chapter 29 consists of the administrative rules the commission
previously adopted to implement the repealed Sale of Checks
Act. The commission is adopting new regulations under the MSA
which are located in Texas Administrative Code, Title 7, Chapter
33 (Money Services Businesses). As the commission adopts
new Chapter 33 sections, the commission is repealing existing
sections of Chapter 29. Ultimately, all Chapter 29 sections will
be repealed.
Section 29.11 establishes reporting and recordkeeping require-
ments for persons licensed under the repealed Sale of Checks
Act. The commission proposes to repeal this section because its
substance is incorporated into or rendered unnecessary by the
MSA, or is included in new sections of Chapter 33 that the com-
mission is simultaneously proposing in this issue of the Texas
Register. Specically, the reporting and recordkeeping require-
ments that apply to money transmitters and currency exchangers
are set out in Finance Code, §§151.602 - 151.604 and proposed
new 7 TAC §§33.31, 33.33, 33.35, and 33.37.
Ms. Stephanie Newberg, Deputy Commissioner, Texas Depart-
ment of Banking, has determined that for the rst ve year period
the proposed repeal is in effect, there will be no scal implica-
tions for state or local governments as a result of enforcing or
administering the repeal of this section.
Ms. Newberg has also determined that, for each of the rst ve
years the repeal as proposed will be in effect, the anticipated
benet will be the deletion of regulations that are unnecessary
or obsolete. The repealed section will be replaced with new,
updated regulations that are clearer and conform to the MSA.
To be considered, comments on the proposed repeal must be
submitted not later than 30 days after the date of publication of
this notice. Comments should be addressed to Sarah Shirley,
Assistant General Counsel, Texas Department of Banking, 2601
North Lamar Boulevard, Suite 300, Austin, Texas 78705-4294,
or by email to: sarah.shirley@banking.state.tx.us.
The repeal is proposed under Finance Code, §151.102, which
authorizes the commission to adopt rules to administer and en-
force Finance Code, Chapter 151.
Finance Code, Chapter 151, is affected by the proposed repeal.
§29.11. Reporting and Recordkeeping.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Texas Department of Banking
Proposed date of adoption: August 18, 2006
For further information, please call: (512) 475-1300
CHAPTER 33. MONEY SERVICES
BUSINESSES
7 TAC §§33.31, 33.33, 33.35, 33.37
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), proposes to
adopt new §33.31, concerning currency exchange recordkeep-
ing, §33.33, concerning currency exchange receipts, §33.35,
concerning money transmission recordkeeping, and §33.37,
concerning money transmission receipts. The new sections are
proposed under the Money Services Act (Act of May 26, 2005,
79th Leg., R.S., H.B. 2218, §1), which took effect September 1,
2005.
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The Money Services Act (MSA), codied as Finance Code, Ti-
tle 3, Subtitle E, Chapter 151, regulates persons that engage in
the money transmission and currency exchange businesses in
Texas. Prior to the enactment of the MSA, Texas law regulated
these businesses under two separate chapters of the Finance
Code, Chapter 152 (Sale of Checks Act) and Chapter 153 (Cur-
rency Exchange Act). The MSA consolidates regulation into one
statute and repeals the Sale of Checks and Currency Exchange
Acts.
The commission is in the process of adopting new regulations to
implement the MSA. As the commission adopts new Chapter 33
sections, the commission is repealing existing sections of Texas
Administrative Code, Title 7, Chapter 29 (Sale of Checks Act)
and Chapter 4 (Currency Exchange Act), which sections were
previously adopted under the repealed Sale of Checks and Cur-
rency Exchange Acts. Ultimately, all sections of Chapter 29 and
Chapter 4 will be repealed.
The proposed new sections establish recordkeeping and receipt
requirements for currency exchange and money transmission
transactions conducted by persons licensed under the MSA or
the authorized delegates of license holders. The proposed new
sections will replace existing 7 TAC §29.11 and §4.3, which the
commission is simultaneously proposing to repeal in this issue
of the Texas Register.
In developing the proposed new sections, the department has
carefully reviewed 7 TAC §29.11 and §4.3 to determine whether
and to what extent the existing recordkeeping and receipt re-
quirements should be revised. Sections 29.11 and 4.3 require
license holders to comply with 31 CFR Part 103, the regulations
adopted by the United States Department of Treasury’s Financial
Crimes Enforcement Network (FinCEN) under the Bank Secrecy
Act (collectively BSA) to combat money laundering and other
nancial crimes. These federal regulations, which apply to all
money services businesses, specify the customer and transac-
tion information that must be obtained and recorded in connec-
tion with certain types of transactions. Sections 29.11 and 4.3
impose requirements in addition to the recordkeeping required
under the BSA.
In evaluating whether to continue requiring license holders and
their authorized delegates to obtain and record "additional" in-
formation, the commission has received input from and worked
closely with the money services industry and the Texas Attorney
General’s Ofce. In January, 2006, the banking commissioner
hosted a meeting for the specic purpose of discussing issues
related to recordkeeping and receipt requirements. Participants
included license holders that operate only in Texas, individual li-
cense holder members of and counsel for The Non-Bank Funds
Transmitters Group, comprised of six national money transmit-
ters that do business and are licensed in Texas, and investiga-
tors from the Texas Attorney General’s Ofce who work primar-
ily in the area of money laundering and nancial crimes. William
Fox, then-director of FinCEN, also attended with members of
his staff. The Attorney General’s representatives explained how
the additional information is used for and assists with the de-
tection, investigation and prosecution of violations of state and
federal statutes related to money laundering and other crimes.
The industry representatives, who believe the Texas recordkeep-
ing requirements should essentially mirror the BSA, discussed
their concern that different Texas requirements undermine the
effectiveness of the federal regulations and create signicant
and counterproductive management, training and compliance is-
sues.
The commission believes that the proposed new sections bal-
ance the respective interests of law enforcement and the money
services industry in a manner that is reasonable and appropri-
ate. Although the proposed new sections require license holders
and authorized delegates to obtain and record certain "non-BSA"
information that the commission has determined is necessary
for regulatory and law enforcement purposes, the proposed new
sections eliminate unnecessary requirements, provide greater
exibility regarding record retention and allow license holders to
maintain the information in a manner consistent with their busi-
ness practices. The proposed new sections clarify requirements
and conform them to the reporting and recordkeeping require-
ments in §§151.602 - 151.604 of the MSA and the department’s
actual practice.
The recordkeeping and receipt requirements established under
the proposed new sections apply to a license holder that con-
ducts transactions under a new MSA license or a Sale of Checks
or Currency Exchange license continued in effect until August
15, 2006, under the statute’s transition provisions, and the au-
thorized delegate of such a license holder, if applicable (collec-
tively license holder). As explained in this preamble, the cur-
rency exchange and money transmission recordkeeping and re-
ceipt requirements are set out in four separate sections. The
recordkeeping requirements are categorized and organized in a
manner that is consistent with and reects the organization of
the BSA. The proposed new sections identify the requirements
that apply to specic types and amounts of transactions, and
also make clear the extent to and manner in which recordkeep-
ing requirements under the Money Services Act differ from BSA
requirements.
Proposed new §33.31 species the information and records a
license holder must obtain and record related to currency ex-
change transactions. Subsection (a) claries to whom the sec-
tion applies. Subsection (b) sets out general recordkeeping re-
quirements and permits the records to be retained in a log or
by any other means that allows the information to be readily re-
trieved.
Proposed new §33.31(c) identies specic records that must be
kept for currency exchange transactions. The requirements that
apply depend upon the amount of the exchange. Paragraph
(1), which applies to exchange transactions over $1,000, iden-
ties the specic BSA section with which a license holder must
comply, claries the customer identication and verication doc-
umentation required by the department, and lists the additional,
non-BSA information that must be recorded. Paragraph (2) re-
quires a license holder to ask the customer whether the trans-
action is being conducted on the customer’s own behalf or on
behalf of another and, if the latter, species the information re-
lating to the "other" that must be recorded. Paragraph (3) sets
out the records required for exchange transactions of $1,000 or
less. Finally, proposed new §33.31(d) authorizes the banking
commissioner to waive a requirement of §33.31 in appropriate
circumstances.
Proposed new §33.33 requires that a receipt be issued or ob-
tained in connection with certain currency exchange transac-
tions. Subsection (a) claries to whom the section applies and
subsection (b) sets out specic requirements. Under paragraph
(2) of subsection (b), a license holder must issue a receipt for
each currency exchange transaction in an amount over $1,000.
The paragraph identies the information the receipt must include
and also requires that the receipt be linked to the exchange
transaction records required under proposed new §33.31. Para-
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graph (3) establishes the receipt requirements applicable to ex-
change transactions conducted with other nancial institutions.
Proposed new §33.35 species the information and records a li-
cense holder must obtain and record related to money transmis-
sion transactions. Subsection (a) claries to whom the proposed
new section applies and subsection (b) sets out general record-
keeping requirements. As is allowed in connection with currency
exchange records required under proposed new §33.31, sub-
section (b) permits a license holder to retain the information in a
log or by any other means that allows the information to be read-
ily retrieved.
Proposed new §33.35(c), (d), (e) and (f) identify specic types
of money transmission transactions that are subject to the MSA
and the recordkeeping requirements that apply to each type of
transaction. Subsection (c) sets out the requirements that apply
to transactions involving the issuance or sale of travelers checks,
money orders, or similar payment instruments to one purchaser
for $3,000 or more in currency. The subsection requires a license
holder to maintain records for each transaction that contain the
customer and transaction information required under the BSA
and does not impose any additional requirements.
Proposed new §33.35(d) establishes recordkeeping require-
ments related to transactions for the issuance or sale of stored
value cards, devices, or services for currency or an instrument
payable in currency. The subsection’s requirements, in recogni-
tion of the varied and developing nature of stored value business
models and stored value products, are more general than those
for other types of transmission. A license holder must maintain
transaction records that are appropriate for the license holder’s
business activities and the type of stored value product issued
or sold and that enable the department to determine the license
holder’s volume of business and the amount of outstanding
stored value liability. The subsection notes that FinCEN has not
yet adopted specic stored value recordkeeping requirements
under the BSA, but that MSA license holders will be required to
comply with applicable federal requirements as and when such
requirements are adopted.
Proposed new §33.35(e) sets out the recordkeeping require-
ments that apply to transmission of funds transactions. Para-
graph (1) explains the transactions to which the subsection’s re-
quirements generally apply and excludes transmission of funds
transactions that are not subject to the BSA regulations. Para-
graphs (2), (3), and (4) provide additional clarications.
Paragraph (5) of §33.35(e) species the information that a li-
cense holder must obtain and the records a license holder must
keep with respect to transmission of funds transactions of $3,000
or more. Paragraph (5) follows the organization and format of
the BSA and groups the requirements into subparagraphs ac-
cording to whether a license holder’s customer is the sender
who orders the transmission or the recipient who receives pay-
ment of the transmitted funds, and, further, whether the trans-
action is an in-person transaction. Each subparagraph identi-
es the specic BSA section that must be satised, claries the
department’s customer identication and verication documen-
tation requirements to the extent the requirements differ from the
BSA, and lists the additional, non-BSA information that must be
recorded. Finally, paragraph (6) sets out the records required for
transmission of funds transactions less than $3,000. Paragraph
6 does not include a reference to the BSA because no specic
BSA recordkeeping requirements exist for transmission transac-
tions in amounts under $3,000.
Proposed new §33.35(f) sets out the recordkeeping require-
ments for transactions involving the transportation of currency
or instruments payable in currency. Paragraphs (1) and (2)
clarify to whom the subsection applies and set out general
requirements. Paragraphs (3), (4), and (5) establish specic
recordkeeping requirements based upon the amount trans-
ported and whether a license holder’s customer sends or
receives the transported currency or instrument(s). Subsection
(f) does not include a reference to the BSA because no specic
BSA recordkeeping requirements exist for currency transporta-
tion transactions.
Proposed new §33.35(g) authorizes the banking commissioner
to waive a requirement of §33.35 in appropriate circumstances.
Proposed new §33.37 requires that a license holder issue a re-
ceipt for each transmission of funds transaction and currency
transportation transaction subject to the recordkeeping require-
ments of proposed new §33.35(e) or (f) regardless of the amount
of the transaction. Subsection (a) claries to whom the section
applies and subsection (b) explains and establishes the specic
receipt requirements. Paragraph (1) of subsection (b) denes
"receipt" in a manner that applies to electronic or online transac-
tions, in addition to in person transactions. Paragraph (2) iden-
ties the information the receipt must include and also requires
that the receipt be linked to the exchange transaction records
required under proposed new §33.33(e) and (f). Finally, para-
graph (3) provides that a license holder may use one receipt to
satisfy the requirements of both proposed new §33.37 and Fi-
nance Code, Chapter 278.
Stephanie Newberg, Deputy Commissioner of the Texas Depart-
ment of Banking, has determined that for the rst ve year period
the proposed new sections are in effect, there will be no scal im-
plications for state or local governments as a result of enforcing
or administering the proposed new sections.
Ms. Newberg has also determined that, for each of the rst ve
years the new sections as proposed will be in effect, the antic-
ipated public benet will be improved regulation of money ser-
vices businesses through administrative rules that conform to
current law and the elimination of unnecessary or obsolete reg-
ulations and corresponding reduction of regulatory burden. No
economic cost will be incurred by a person required to comply
with the proposed new sections, and there will be no adverse
impact on small businesses or microbusinesses.
To be considered, comments on the proposed new sections must
be submitted in writing not later than 30 days after the date of
publication of this notice. Comments should be addressed to
Sarah Shirley, Assistant General Counsel, Texas Department of
Banking, 2601 North Lamar Boulevard, Suite 300, Austin, Texas
78705-4294, or by email to sarah.shirley@banking.state.tx.us.
The new sections are proposed under the Finance Code,
§151.101, which authorizes the commission to adopt rules to
administer and enforce the Finance Code, Chapter 151.
The Finance Code, Chapter 151, is affected by the proposed
new sections.
§33.31. What Records Must I Keep Related to Currency Exchange
Transactions?
(a) Does this section apply to me? This section applies if you
hold a license issued by the department under the Finance Code, Chap-
ter 151 (Money Services Act), or are the authorized delegate of a li-
cense holder, as applicable, and you conduct currency exchange trans-
actions. Prior to August 15, 2006, this section also applies if you hold
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a valid license issued under repealed Finance Code, Chapter 152 (Sale
of Checks Act) or Chapter 153 (Currency Exchange Act).
(b) What are the general recordkeeping requirements?
(1) As a general matter, you must maintain:
(A) records of all lings made, and that contain all in-
formation required, under applicable federal laws and regulations, in-
cluding the BSA and 31 CFR Part 103;
(B) in addition to the records required under the Money
Services Act, the records required under this section related specically
to currency exchange transactions; and
(C) records sufcient to enable you to le accurate and
complete reports with the commissioner or department in accordance
with the Money Services Act and Chapter 33 of this title (relating to
Money Services Businesses).
(2) You must obtain and retain the information required un-
der this section in a log or by another means of retention that allows the
information to be readily retrieved. In addition, you must:
(A) maintain your records in such a manner that you can
identify and make available to the department the records related to
your Texas transaction activity, and separately account for your Texas
transaction activity; and
(B) make your records available to the department
within the time period reasonably requested.
(c) What specic records must I keep related to currency ex-
change?
(1) With respect to currency exchange transactions in an
amount in excess of $1,000, you must keep a record for each transaction
that contains:
(A) the customer and transaction information required
under 31 CFR §103.37(b)(3), provided that, if your customer does not
have a taxpayer identication number (e.g., social security, employee
identication number) or passport number and is an alien, you may use
the number of an alien identication card or other ofcial document
evidencing your customer’s foreign nationality or residence, such as
foreign driver’s license or foreign voter registration card; and
(B) the specic identifying information (number, type,
issuer) of a document that contains the name and a photograph of your
customer and that is customarily acceptable within the banking com-
munity as means of identication when cashing checks for nondeposi-
tors;
(C) your customer’s date of birth;
(D) the rate of exchange;
(E) the amount of any fee charged for the transaction;
(F) the location of the ofce where the transaction is
conducted;
(G) information sufcient to identify your employee or
representative who conducts the transaction, such as initials, unique
employee or representative code, or other appropriate identier and a
corresponding legend, if necessary; and
(H) the unique number of the receipt required under
§33.33 of this title (relating to Currency Exchange Receipts).
(2) With respect to a transaction subject to paragraph (1) of
this subsection, you must ask your customer whether the customer is
conducting the transaction on the customer’s own behalf or on behalf of
another person (individual or business). If your customer is conducting
the transaction on behalf of another person, you must, in addition to the
information required under paragraph (1)(A) - (H) of this subsection,
obtain and record the name and address of the other person together
with appropriate identication for the other person, such as taxpayer
identication, passport, or alien registration number.
(3) With respect to currency exchange transactions in an
amount of $1,000 or less, you must keep a record for each transaction
that contains:
(A) the date and amount of the transaction;
(B) the currency names and total amount of each cur-
rency;
(C) the location of the ofce where the transaction is
conducted;
(D) the rate of exchange; and
(E) the amount of fee charged for the transaction.
(d) May I obtain a waiver of the recordkeeping requirements?
The commissioner may waive any requirement of this section upon a
showing of good cause if the commissioner determines that:
(1) you maintain records sufcient for the department to
examine your currency exchange business; and
(2) the imposition of the requirement would cause an undue
burden on you and conformity with the requirement would not signi-
cantly advance the state’s interest under the Money Services Act.
§33.33. What Receipts Must I Issue Related to Currency Exchange
Transactions?
(a) Does this section apply to me? This section applies if you
hold a license issued by the Department under the Finance Code, Chap-
ter 151 (Money Services Act), or are the authorized delegate of a li-
cense holder, as applicable, and you conduct currency exchange trans-
actions. Prior to August 15, 2006, this section also applies if you hold
a valid license issued under repealed Finance Code, Chapter 152 (Sale
of Checks Act) or Chapter 153 (Currency Exchange Act).
(b) Must I issue a receipt in connection with the currency ex-
change transactions I conduct?
(1) For purposes of this section, "receipt" means a receipt,
electronic record or other written conrmation.
(2) With respect to a currency exchange transaction in an
amount in excess of $1,000, you must issue a receipt for each transac-
tion that:
(A) can be linked to the exchange transaction records
required under §33.31(c)(1) and (2) of this title (relating to Currency
Exchange Recordkeeping); and
(B) contains:
(i) the name of your licensed business and the busi-
ness address or telephone number;
(ii) the unique transaction or identication number;
(iii) the date and amount of the transaction;
(iv) the currency names and total amount of each
currency;
(v) the rate of exchange; and
(vi) the amount of fee charged for the transaction.
(3) With respect to a currency exchange transaction you
conduct with another nancial institution as that term is dened in
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31 CFR §103.11(n) or with a nancial institution located outside the
United States, you must obtain a contemporaneous receipt for each
transaction regardless of where the transaction is conducted. If the
other nancial institution is a money services business as that term is
dened in 31 CFR §103.11(uu), or a money services business or -
nancial institution located outside the United States, the receipt must
contain:
(A) the date and amount of the transaction;
(B) the currency names and total amount of each cur-
rency;
(C) the rate of exchange;
(D) the name and address of the money services busi-
ness issuing the receipt; and
(E) information sufcient to identify the employee or
representative who conducts the transaction for the entity issuing the
receipt, such as initials, unique employee or representative code, or
other appropriate identier.
§33.35. What Records Must I Keep Related to Money Transmission
Transactions?
(a) Does this section apply to me? This section applies to you
if you hold a money transmission license issued by the Department
under the Finance Code, Chapter 151 (Money Services Act), or are the
authorized delegate of a license holder, as applicable. Prior to August
15, 2006, this section also applies if you hold a valid license issued
under repealed Finance Code, Chapter 152 (Sale of Checks Act) or
Chapter 153 (Currency Exchange Act).
(b) What are the general recordkeeping requirements?
(1) As a general matter, you must maintain:
(A) records of all lings made, and that contain all in-
formation required, under applicable federal laws and regulations, in-
cluding the Bank Secrecy Act and 31 CFR Part 103 (collectively BSA);
(B) in addition to the records required under the Money
Services Act, the records required in this section related to specic
types of money transmission transactions; and
(C) records sufcient to enable you to le accurate and
complete reports with the commissioner or department in accordance
with the Money Services Act and Chapter 33 of this title (relating to
Money Services Businesses).
(2) You must obtain and retain the information required un-
der this section in a log or by another means of retention that allows the
information to be readily retrieved. In addition, you must:
(A) maintain your records in such a manner that you can
identify and make available to the department the records related to
your Texas transaction activity, and separately account for your Texas
transaction activity; and
(B) make your records available to the department
within the time period reasonably requested.
(3) If the BSA requires your authorized delegate to obtain,
record and maintain information in connection with transactions con-
ducted as your authorized sales representative, you shall, upon request
by the Department, arrange with the authorized delegate to have the
records made available to the Department. For example, the BSA re-
quires your authorized delegate to maintain records related to the sale
of travelers checks issued by you because your authorized delegate, as
seller, is the person that actually receives currency. The Department
may require you to arrange for the production of those records for ex-
amination or as otherwise necessary or, alternatively, obtain the records
directly from your authorized delegate.
(4) If you exchange currency in connection with a money
transmission transaction subject to this section, you must comply with
the recordkeeping requirements of this section and not the requirements
of §33.31 of this title (relating to Currency Exchange Recordkeeping).
(c) What specic records must I keep related to the sale of
payment instruments?
(1) This subsection applies to transactions, including third-
party bill paying transactions, in which you issue or sell, either as a li-
cense holder or the authorized delegate of a license holder, as applica-
ble, travelers checks, money orders, checks or similar payment instru-
ments to one purchaser for $3,000 or more in currency.
(2) You must keep a record for each transaction that con-
tains the customer and transaction information required under 31 CFR
§103.29(a)(2) and (b).
(d) What specic records must I keep related to the issuance
and sale of stored value products?
(1) This subsection applies to transactions in which you is-
sue or sell, as a license holder or the authorized delegate of a license
holder, as applicable, stored value products (e.g., cards, devices, ser-
vices) in any amount for currency or an instrument payable in currency.
(2) You must maintain transaction records regarding each
stored value transaction that are appropriate for your business activities
and the type of stored value product you issue or sell. The records must
be sufcient to enable the department to determine the volume of your
stored value transactions and the amount of your outstanding stored
value liability.
(3) The BSA and 31 CFR Part 103 impose certain require-
ments upon money services businesses that issue, sell and redeem
stored value products. As of the effective date of this section, however,
the United States Department of Treasury has not adopted specic
recordkeeping requirements for stored value transactions. You must
comply with applicable BSA and other federal recordkeeping require-
ments when and as such requirements are adopted by the Department
of Treasury.
(e) What specic records must I keep related to transmission
of funds transactions?
(1) This subsection applies to transactions, including third-
party bill paying transactions, in which you, either as a license holder
or the authorized delegate of a license holder, as applicable:
(A) receive money from a sender for transmission to the
sender’s designated recipient and the sender pays for or otherwise funds
the transmission with currency, an instrument payable in currency, such
as a check or money order, or a credit card; or
(B) receive transmitted funds and pay the designated re-
cipient with currency or an instrument payable in currency. The re-
quirements do not apply to a transmission of funds transaction gov-
erned by the Electronic Fund Transfer Act of 1978 (title XX, Pub. L.
950630, 92 Stat. 3728, 15 USC 1693, et. seq.), as well as any other
funds transfers that are made through an automated clearing house, an
automated teller machine, or a point-of-sale system.
(2) If a transmission of funds otherwise subject to this sub-
section is funded by a credit card, you must obtain and record only
the information required under the applicable provisions of 31 CFR
§103.33(f).
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(3) With respect to a transmission transaction subject to
paragraph (5)(A) - (C) of this subsection, you must ask your customer
whether the customer is conducting the transaction on the customer’s
own behalf or on behalf of another person (individual or business)
and, if applicable, record the information regarding the other person
required under those subparagraphs.
(4) For purposes of paragraph (5) of this subsection, "iden-
tifying number" means the taxpayer identication number (e.g., social
security, employee identication number) or passport number of your
customer or the person on whose behalf your customer conducts the
transaction, as applicable, or, if your customer or other person has no
such number and is an alien, then the number of an alien identica-
tion card or other ofcial document evidencing foreign nationality or
resident, such as a foreign driver’s license or foreign voter registration
card.
(5) With respect to a transmission transaction in an amount
of $3,000 or more, you must keep a record for each transaction that
contains:
(A) for an in-person transaction in which your customer
is the sender and orders the transaction on the customer’s own behalf
or on behalf of another person:
(i) the customer and transaction information re-
quired under 31 CFR §103.33(f)(1)(i) and (f)(2)(i), except that you
must review or record, as applicable:
(I) an identifying number for your customer and,
if applicable, the person on whose behalf your customer is conducting
the transaction;
(II) a photograph identication of your cus-
tomer;
(III) the identity of the issuer of the photograph
identication;
(IV) the recipient’s name; and
(V) the name of the recipient’s bank and bank ac-
count number if the funds are to be deposited in the recipient’s bank
account;
(ii) your customer’s date of birth;
(iii) your customer’s telephone number, or, if your
customer has no telephone, a notation in the record of that fact;
(iv) the time of day the transaction is conducted;
(v) the location of the ofce where the transaction is
conducted;
(vi) the method of payment (e.g., cash, check, credit
card);
(vii) the amount of any fee charged for the transac-
tion; and
(viii) the unique number of the receipt required un-
der §33.37 of this title (relating to Money Transmission Receipts).
(B) for a not-in person transaction, for example, a trans-
action ordered by phone, fax, mail or online, in which your customer
is the sender and orders the transaction on the customer’s own behalf
or on behalf of another person:
(i) the customer and transaction information re-
quired under 31 CFR §103.33(f)(1)(i) and (f)(2)(ii), except that you
must review or record, as applicable:
(I) an identifying number for your customer and,
if applicable, the person on whose behalf your customer is conducting
the transaction;
(II) the recipient’s name; and
(III) the name of the recipient’s bank and bank
account number if the funds are to be deposited in the recipient’s bank
account;
(ii) your customer’s date of birth;
(iii) your customer’s telephone number, or, if your
customer has no telephone, a notation in the record of that fact;
(iv) the time of day the transaction is conducted;
(v) the location of the ofce where the transaction is
conducted;
(vi) the method of payment (e.g., cash, check, credit
card);
(vii) the amount of any fee charged for the transac-
tion; and
(viii) the unique number of the receipt required un-
der §33.37 of this title (relating to Money Transmission Receipts).
(C) for an in-person transaction in which your customer
receives payment of the transmitted funds as the designated recipient
or on behalf of the designated recipient:
(i) the customer and transaction information re-
quired under 31 CFR §103.33(f)(1)(iii) and (f)(3)(i), except that you
must review or record, as applicable:
(I) an identifying number for your customer and,
if applicable, the person on whose behalf your customer is conducting
the transaction;
(II) a photograph identication of your cus-
tomer;
(III) the identity of the issuer of the photograph
identication; and
(IV) the sender’s name;
(ii) your customer’s date of birth;
(iii) your customer’s telephone number, or, if your
customer has no telephone, a notation in the record of that fact;
(iv) the time of day your customer receives payment
of the transmitted funds;
(v) the location of the ofce where your customer
receives payment of the transmitted funds;
(vi) the method of payment (e.g., cash, check); and
(vi) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(D) for a transaction where the transmission proceeds
are delivered to the designated recipient other than in person:
(i) the customer and transaction records required un-
der 31 CFR §103.33(f)(1)(iii) and (f)(3)(ii);
(ii) the sender’s name;
(iii) the location of the ofce where the transmitted
funds are received; and
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(iv) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(6) With respect to a transmission transaction in an amount
less than $3,000, whether your customer is the sender or the recipient,
you must keep a record for each transaction that contains:
(A) the date of the transaction and time of day your cus-
tomer orders the transmission or receives payment of the transmitted
funds;
(B) the location of the ofce where the transaction is
conducted;
(C) the amount of the transmission;
(D) the amount of any fee charged for the transaction;
(E) the names of the sender and recipient; and
(F) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(f) What records must I keep related to currency transporta-
tion?
(1) This subsection applies to a transaction in which you, as
a license holder or the authorized delegate of a license holder, receive
currency or an instrument payable in currency to physically transport
the currency or its equivalent from one location to another by motor
vehicle or other means of transportation or through the use of the mail
or a shipping, courier or other delivery services.
(2) With respect to a transaction subject to paragraphs (3)
or (4) of this subsection, you must ask your customer whether the cus-
tomer is conducting the transaction on the customer’s own behalf or on
behalf of another person (individual or business.) If your customer is
conducting the transaction on behalf of another person, you must obtain
and record, in addition to the information required under paragraphs
(3) or (4) of this subsection, the name and address of the other person
together with appropriate identication for the other person, such as
taxpayer identication, passport, or alien registration number.
(3) With respect to a transportation transaction in an
amount of $3,000 or more in which your customer is the sender and
orders the transportation of the currency on the customer’s own behalf
or on behalf of another person, you must keep a record for each
transaction that contains:
(A) your customer’s name, address, date of birth and
telephone number or, if your customer has no telephone, a notation in
the record of that fact;
(B) your customer’s taxpayer identication number
(e.g., social security number, employee identication number) or pass-
port number or, if your customer does not have such a number and is
an alien, then the number of an alien identication card or other ofcial
document evidencing your customer’s foreign nationality or residence,
such as a foreign driver’s license or foreign voter registration card;
(C) the specic identifying information (number, type,
issuer) of a document that contains the name and a photograph of your
customer and that is customarily acceptable within the banking com-
munity as a means of identication when cashing checks for nondepos-
itors;
(D) the designated recipient’s name;
(E) the designated recipient’s address and telephone
number to the extent that information is available to you after reason-
able inquiry;
(F) the amount of currency or instrument(s) to be trans-
ported and, if an instrument, the type of instrument (e.g., money order,
check);
(G) the date and time of day you receive from your cus-
tomer the currency or instrument(s) to be transported;
(H) the location of the ofce where the transaction is
conducted;
(I) the amount of any fee charged for the transaction;
and
(J) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(4) With respect to a transportation transaction in an
amount of $3,000 or more in which your customer receives the
transported currency as the designated recipient or on behalf of the
designated recipient, you must keep a record for each transaction that
contains:
(A) your customer’s name, address, date of birth and
telephone number or, if your customer has no telephone, a notation in
the record of that fact;
(B) your customer’s taxpayer identication number
(e.g., social security number, employee identication number) or pass-
port number or, if your customer does not have such a number and is
an alien, then the number of an alien identication card or other ofcial
document evidencing your customer’s foreign nationality or residence,
such as a foreign driver’s license or foreign voter registration card;
(C) the specic identifying information (number, type,
issuer) of a document that contains the name and a photograph of your
customer and that is customarily acceptable within the banking com-
munity as a means of identication when cashing checks for nondepos-
itors;
(D) the sender’s name;
(E) the sender’s address and telephone number to the
extent that information is available to you after reasonable inquiry;
(F) the amount of currency or instrument(s) to be de-
livered to your customer and, if an instrument, the type of instrument
(e.g., money order, check);
(G) the date and time of day your customer receives the
transported currency or instrument(s);
(H) the location of the ofce where the transported cur-
rency or instrument(s) is delivered to your customer; and
(I) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(5) With respect to a transportation transaction in an
amount less than $3,000, whether your customer is the sender or the
recipient, you must keep a record for each transaction that contains:
(A) the date and time of day you receive from your cus-
tomer the currency or instrument(s) to be transported or your customer
receives the transported currency or instrument(s), as applicable;
(B) the location of the ofce where the transaction is
conducted;
(C) the amount of the currency or instrument(s) trans-
ported;
(D) the amount of any fee charged for the transaction;
(E) the names of the sender and recipient; and
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(F) the unique number of the receipt required under
§33.37 of this title (relating to Money Transmission Receipts).
(g) May I obtain a waiver of the recordkeeping requirements?
The commissioner may waive any requirement of this section upon a
showing of good cause if the commissioner determines that:
(1) you maintain records sufcient for the department to
examine your money transmission business; and
(2) the imposition of the requirement would cause an undue
burden on you and conformity with the requirement would not signi-
cantly advance the state’s interest under the Money Services Act.
§33.37. What Receipts Must I Issue Related to Money Transmission
Transactions?
(a) Does this section apply to me? This section applies if you
hold a money transmission license issued under the Finance Code,
Chapter 151 (Money Services Act), or are the authorized delegate of a
license holder, as applicable. Prior to August 15, 2006, this section also
applies if you hold a valid license issued under repealed Finance Code,
Chapter 152 (Sale of Checks Act) or Chapter 153 (Currency Exchange
Act).
(b) Must I issue a receipt in connection with the money trans-
mission transactions I conduct?
(1) For purposes of this section "receipt" means a receipt,
electronic record or other written conrmation. If the customer con-
ducts the transaction online or electronically, the term includes a means
by which the customer can save or print a receipt or other record of the
transaction that contains the information required under this section.
(2) With respect to a transmission of funds transaction sub-
ject to §33.35(e) or a currency transportation transaction subject to
§33.35(f) of this title (relating to Money Transmission Recordkeeping),
regardless of the amount of the transaction, you must issue a receipt for
each transaction that:
(A) can be linked to the transaction records required un-
der §33.35(e) or (f) of this title, as applicable; and
(B) contains:
(i) the name of your licensed business and the busi-
ness address or telephone number;
(ii) the unique transaction or identication number;
(iii) the date of the transaction;
(iv) the amount of the transaction in United States
dollars; and
(v) the amount of any fee charged for the transaction.
(3) With respect to a currency transmission transaction sub-
ject to the Finance Code, Chapter 278, you must provide the receipt re-
quired under the Finance Code, §278.051 and §278.053, as applicable.
The information required under those sections may be included on the
receipt required under paragraph (2) of this subsection.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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PART 5. OFFICE OF CONSUMER
CREDIT COMMISSIONER
CHAPTER 84. MOTOR VEHICLE
INSTALLMENT SALES
SUBCHAPTER A. SALES FINANCE
LICENSES
7 TAC §§84.101 - 84.111
The Finance Commission of Texas proposes new 7 TAC, Chap-
ter 84, Subchapter A, §§84.101 - 84.111, concerning Motor Vehi-
cle Sales Finance Licenses. The new rules contained in 7 TAC
§§84.101 - 84.111 provide procedures for ling an application
for and issuance of a motor vehicle sales nance license under
Chapter 348, Texas Finance Code, procedures for adding new
registered ofces, procedures for the transfer of a motor vehicle
sales nance license, processing procedures and time frames
for applications, procedures for changes in business form or pro-
portionate ownership, procedures for amendments to pending
applications, procedures for the relocation of licensed ofces,
procedures for designating license status, and the fees associ-
ated with licensing activities.
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to
the rules pending repeal, as found in 7 TAC, Subchapter S,
§§1.1401, 1.1403 - 1.1410. The commission’s proposed repeal
of Subchapter S is published elsewhere in this issue of the
Texas Register. The agency is also proposing new §84.103,
concerning new registered ofces. In addition, please note that
due to currently pending amendments, §1.1402 will be proposed
for repeal in a future issue of the Texas Register. However, the
substance of current §1.1402 is being revised, relocated, and
proposed in new §84.102 in this proposal. Although the two
rules will both be in effect for a short time, these rules do not
substantively conict.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter S under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature.
Section 84.101 (current §1.1401) denes particular terms.
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Section 84.101(5)(A) has been claried regarding the inclusion
of spouses with community property interest, which had been
stated elsewhere in these licensing rules. In addition, the order
of the entity types in §84.101(5) has been reorganized to group
like entities together and to list the same sequence of entity types
throughout the rules.
Section 84.102 (current §1.1402) describes the procedure for
ling a new application for a motor vehicle loan license, includ-
ing instructions regarding what forms to use, what information is
necessary on the application, and what information must be led
with the application.
Section 84.102 has been revised to conform to the agency’s
current practice, including the description of the requirement
for a statement regarding previous installment transactions, as
contained in §84.102(2)(D). The requirements for disclosure
of owners and principal parties for general partnerships and
limited partnerships as well as the ngerprinting requirements
have been claried. The proposal also adds information related
to applications by nonprot organizations. In addition, the order
of the entity types in §84.102 has been reorganized to group like
entities together and to list the same sequence of entity types
throughout the rules.
Section 84.103 (new rule) outlines the procedures for licensees
to add new registered ofces. Some of this language had been
included in different sections within the previously enacted ver-
sion of these rules, but the agency has determined that a sepa-
rate section addressing new registered ofces would be bene-
cial to the agency as well as licensees.
Section 84.104 (current §1.1403) describes the procedure for
ling an application for transfer of a motor vehicle loan license,
including the ling requirements.
Section 84.104 has been revised to clarify the circumstances
for each entity type and situation as to when a transfer will be
required. Additionally, the order of the entity types in §84.104(a)
has been reorganized to group like entities together and to list
the same sequence of entity types throughout the rules.
Section 84.105 (current §1.1405) describes what action the li-
censee must take when it changes the proportion of ownership
in or the form of the licensed entity and lists the time frame within
which the licensee must notify the commissioner.
Section 84.105(c) has been revised to clarify the circumstances
as to when a change in proportionate ownership occurs, not
requiring a transfer of license. In addition, a new procedure
whereby licensees are to submit a Notication of Proportionate
Ownership Change form has been added to §84.105(c).
Section 84.106 (current §1.1404) describes how an application
for a motor vehicle loan license is processed, including a descrip-
tion of when an application is complete as well as an explanation
of what may occur if an applicant fails to complete an application.
In addition, this section describes the hearings process that oc-
curs if the applicant contests the denial of its application.
Section 84.107 (current §1.1406) requires each applicant, upon
discovery of new or changed information, to supplement its ap-
plication within 10 days of discovery of the new or changed in-
formation.
Section 84.108 (current §1.1407) describes the procedures for
relocating a licensed ofce, including deadlines for notication to
the commissioner.
Section 84.109 (current §1.1408) describes how a licensee may
change its license from active to inactive status and how a li-
censee may activate an inactive license.
Additionally, a specic subsection, §84.109(c), has been added
to clarify the difference between inactivating a license and can-
celing a license.
Section 84.110 (current §1.1409) sets out the fees for new
licenses, license transfers, ngerprint checks, license amend-
ments, license duplication, and cost of hearings.
Additionally, a specic subsection, §84.110(c), has been added
to provide a fee for a notication of proportionate ownership
change.
Section 84.111 (current §1.1410) states the implementation pro-
visions of licensing.
Section 84.111 has been revised in that former §1.1410(b) has
been deleted, as the agency is no longer issuing provisional li-
censes.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect, the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws and consistency in credit contracts. A
person required to comply with the rules will be responsible for
paying the regulatory fees provided in §84.110 of the proposed
rule, as currently required by §1.1409. No difference will exist
between the cost of compliance for small businesses and the
cost of compliance for the largest businesses affected by this
section. There will be no effect on individuals required to comply
with the sections as proposed.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect, the public benet
anticipated as a result of the changes from the previously en-
acted version of these rules will be that the commission’s rules
will conform to current practice, will be more easily understood
by licensees required to comply with the rules, and will be more
easily enforced.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by email to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after
the date the proposed new rules are published in the Texas
Register. At the conclusion of the 31st day after the proposed
new rules are published in the Texas Register, no further written
comments will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §348.513 grants the Finance Commission
the authority to adopt rules to enforce the motor vehicle install-
ment sales chapter.
These rules affect Texas Finance Code, Chapter 348.
§84.101. Denitions.
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Words and terms used in this chapter that are dened in Chapter 348,
Texas Finance Code, have the same meanings as dened in Chapter
348. The following words and terms, when used in this chapter, shall
have the following meanings, unless the context clearly indicates oth-
erwise.
(1) Afliate--A business entity directly or indirectly
through one or more intermediaries that is under common control with
the applicant or licensee.
(2) Applicant--An entity that has led the required forms
and fees to operate under a license from the Ofce of Consumer Credit
Commissioner pursuant to Chapter 348, Texas Finance Code.
(3) Foreign Entity--An entity formed under the laws of a
jurisdiction other than the State of Texas.
(4) Licensed Location--The central or main location of the
entity.
(5) Principal Party--An individual with a substantial rela-
tionship to the proposed business of the applicant. The following indi-
viduals are considered to be principal parties:
(A) proprietors, to include spouses with community
property interest;
(B) general partners;
(C) ofcers of privately-held corporations, to include
the chief executive ofcer or president, the chief operating ofcer or
vice president of operations, and those with substantial responsibility
for operations or compliance with Chapter 348, Texas Finance Code;
(D) directors of privately-held corporations;
(E) individuals associated with publicly-held corpora-
tions designated by the applicant as follows:
(i) ofcers as provided by subparagraph (D) of this
paragraph (as if the corporation was privately-held); or
(ii) three ofcers or similar employees with signif-
icant involvement in the corporation’s activities governed by Chapter
348, Texas Finance Code. One of the persons designated shall be re-
sponsible for assembling and providing the information required on
behalf of the applicant and shall sign the application for the applicant;
(F) voting members of a limited liability corporation;
(G) trustees;
(H) ofcers of nonprot organizations; and
(I) individuals designated as a principal party where
necessary to fairly assess the applicant’s nancial responsibility,
experience, character, general tness, and sufciency to command the
condence of the public and warrant the belief that the business will
be operated lawfully and fairly as required by the commissioner.
(6) Privately-Held Corporation--A corporation that is not
publicly-held.
(7) Publicly-Held Corporation--A corporation:
(A) subject to the registration provisions of the Securi-
ties Act of 1933 in order to allow a public offering of voting stock; or
(B) owned directly or indirectly by a parent corporation
that is subject to the registration provisions of the Securities Act of
1933.
(8) Registered Ofces--Each location other than the li-
censed location where a licensee will originate, service, or collect
on retail installment contracts subject to Chapter 348, Texas Finance
Code. The term also includes any additional assumed name that the li-
censee uses at a single location to engage in a Chapter 348 transaction.
§84.102. Filing of New Application.
An application for issuance of a new motor vehicle sales nance license
must be submitted on forms prescribed by the commissioner at the date
of ling and in accordance with the commissioner’s instructions. The
application must include the appropriate fees and the following:
(1) Required forms.
(A) Application for Motor Vehicle Sales Finance Li-
cense.
(i) Location. A physical street address must be listed
for the applicant’s proposed licensed location. If the address has not yet
been determined or the application is for an inactive license, then the
application must indicate an application for an inactive license.
(ii) Responsible. Name the person responsible for
the day-to-day operations of applicant’s proposed ofce.
(iii) Signature.
(I) If the applicant is a proprietor or a partnership,
each proprietor and general partner must sign.
(II) If the applicant is a corporation, an autho-
rized ofcer must sign.
(III) If the applicant is a limited liability com-
pany, an authorized member or manager must sign.
(IV) If the applicant is a trust or estate, the trustee
or executor must sign.
(V) If the applicant is a nonprot organization, an
authorized ofcer must sign.
(B) List of Registered Ofces for a Motor Vehicle Sales
Finance License. Each additional location, other than the licensed lo-
cation shown on the Application for Motor Vehicle Sales Finance Li-
cense, must be listed on this form. The applicant should provide the
assumed name (DBA), physical address, telephone number, and the in-
dividual responsible for day-to-day operations for each registered of-
ce. A registered ofce is required for any additional assumed name
that the licensee uses at a single location to engage in a Chapter 348
transaction.
(C) Disclosure of Owners and Principal Parties.
(i) Proprietorship. The applicant must disclose who
owns and who is responsible for operating the business. All commu-
nity property interest must also be disclosed. If the business interest
is owned by a married individual as separate property, documentation
establishing or conrming separate property status must be provided.
(ii) General partnership. Each partner must be listed
and the percentage of ownership stated. If a general partner is wholly or
partially owned by a legal entity and not a natural person, a narrative
or diagram must be attached that includes the names and titles of all
"managerial ofcials," as that term is dened in §1.002 of the Texas
Business Organizations Code, and a description of the ownership of
each legal entity must be provided. General partnerships that register
as limited liability partnerships should provide the same information as
that required for general partnerships.
(iii) Limited partnership. Each partner, general and
limited, must be listed and the percentage of ownership stated.
(I) General partners. The applicant should pro-
vide the complete ownership, regardless of percentage owned, for all
general partners. If a general partner is wholly or partially owned by
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a legal entity and not a natural person, a narrative or diagram must be
attached that includes the names and titles of all "managerial ofcials,"
as that term is dened in §1.002 of the Texas Business Organizations
Code, and a description of the ownership of each legal entity must be
provided.
(II) Limited partners. The applicant should pro-
vide a complete list of all limited partners owning 10% or more of the
partnership.
(III) Limited partnerships that register as limited
liability partnerships. The applicant should provide the same informa-
tion as that required for limited partnerships.
(iv) Corporation. The ofcers and directors’ sec-
tions on the form must be completed. Each shareholder holding 10%
or more of the voting stock must be named if the corporation is pri-
vately-held. If a parent corporation is the sole or part owner of the pro-
posed business, a narrative or diagram must be attached that describes
each level of ownership of 10% or greater.
(v) Limited liability company. Each manager, of-
cer, agent, and member owning 10% or more of the company, as those
terms are used by the Texas Limited Liability Company Act, Texas
Civil Statutes, Article 1528n, must be named. If a member is a busi-
ness entity and not an individual, a narrative or diagram must be at-
tached that describes each level of ownership of 10% or greater.
(vi) Trust or Estate. Each trustee or executor must
be listed.
(vii) Nonprot organizations. Each ofcer must be
listed.
(D) Application Questionnaire. All questions must be
answered. Questions requiring a "yes" answer must be accompanied by
an explanatory statement and any appropriate documentation requested
on the form.
(E) Appointment of Statutory Agent and Consent
to Service. This form must be completed by each applicant. The
statutory agent is the person or entity to whom any legal notice may be
delivered. The agent must be a Texas resident and list an address for
legal service. If the statutory agent is an individual, the address must
be a physical residential address. If the applicant is a corporation or
limited liability company, the statutory agent should be the registered
agent on le with the Texas Secretary of State. If the statutory agent is
not the same as the registered agent led with the Texas Secretary of
State, then the applicant must submit certied minutes appointing the
new agent.
(F) Personal Afdavit. Each individual listed on the
Disclosure of Owners and Principal Parties meeting the denition of
principal party as dened in §84.101 of this title (relating to Deni-
tions) must complete this form. All requested information must be pro-
vided.
(G) Personal Questionnaire. Each individual listed on
the Disclosure of Owners and Principal Parties meeting the denition
of principal party as dened in §84.101 of this title must complete this
form. Each question must be answered. If any question, except ques-
tion 1, is answered "yes," an explanation must be provided.
(H) Employment History. Each individual listed on the
Disclosure of Owners and Principal Parties meeting the denition of
principal party as dened in §84.101 of this title must complete this
form. Each principal party should provide a continuous 10-year history,
with no gaps, accounting for time spent as a student, unemployed, or
retired. The employment history must also include the individual’s
association with the entity applying for the license.
(I) Fingerprint cards.
(i) For all persons meeting the denition of princi-
pal party as dened in §84.101 of this title, a complete set of legible
ngerprints must be provided. All ngerprints should be submitted in
a format prescribed by the agency and approved by the Department of
Public Safety and the Federal Bureau of Investigation.
(ii) For limited partnerships, if the disclosure of
owners and principal parties under subparagraph (C)(iii)(I) of this
paragraph does not produce a natural person, the applicant must
provide a complete set of legible ngerprints for individuals who are
associated with the general partner as principal parties.
(iii) For entities with complex ownership structures
that result in the identication of individuals to be ngerprinted who
do not have a substantial relationship to the proposed applicant, the
applicant may submit a request to ngerprint three ofcers or similar
employees with signicant involvement in the proposed business. The
request should describe the relationship and signicant involvement of
the individuals in the proposed business. The agency may approve the
request, seek alternative appropriate individuals, or deny the request.
(iv) For individuals who have previously been
licensed by the agency and principal parties of entities currently
licensed, ngerprints are not required
(2) Other required lings.
(A) Contract forms. The applicant must provide infor-
mation regarding the retail installment contract forms generally ex-
pected to be used.
(i) Custom forms. If a custom contract form is an-
ticipated for regular use, a complete preliminary draft indicating the
number and distribution of copies expected for each transaction must
be submitted.
(ii) Stock forms. If an applicant plans to purchase
stock forms from a supplier, the applicant must attach a statement that
includes the supplier’s name and address and a list identifying the forms
to be used.
(B) Statement of Experience. An applicant should pro-
vide information that relates to the applicant’s prior experience in the
motor vehicle sales nance business. If the applicant or its principal
parties do not have signicant experience in the business, the applicant
must provide a written statement explaining the applicant’s relevant
business experience or education, why the commissioner should nd
that the applicant has the requisite experience, and how the applicant
plans to obtain the necessary knowledge to operate lawfully and fairly.
(C) Business Operation Plan. An applicant must attach
a brief narrative to the application explaining:
(i) an estimate of how many motor vehicles will be
nanced by the applicant each year;
(ii) whether the applicant will hold the retail install-
ment contracts or whether the applicant will assign its retail installment
contracts;
(iii) whether the applicant will only be accepting
contracts from another entity (assignor), and, if so, list the types of
entities; and
(iv) whether the collections will occur at the licensed
location.
(D) Statement regarding previous installment transac-
tions. Each applicant must submit a statement that it has or has not
made or collected on any retail installment contract or accepted the cash
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payment for a motor vehicle in one or more installments from Septem-
ber 1, 2002 to date. This includes any contracts signed by applicant as
seller that are subsequently assigned to a third party. If the applicant
is purchasing another dealership and has permission to operate under
an existing license, as described in §84.104 of this title, the statement
outlined by this subparagraph is not required. If the applicant has en-
gaged in any of the referenced activities, the applicant must provide the
following information:
(i) A list of all contracts used to nance the sale of a
motor vehicle in one or more installments (whether the applicant was
the original seller or whether the applicant became a holder). The list
should include the name of the buyer, contract date, vehicle cash price,
amount of down payment, net trade-in amount, total amount nanced,
payment frequency (monthly, semi-monthly, bi-weekly, weekly), total
number of payments, and payment amount(s).
(ii) From the list provided by the applicant, submit
copies of ten (10) complete les. The complete le includes, but is not
limited to, the buyer’s order, signed retail installment contract, payment
history, certicate of title, and other documents related to that transac-
tion. If there are fewer than ten (10) accounts, provide a complete copy
of each le.
(E) Assumed name. If applicable, provide evidence that
all assumed names have been led with either the county clerk’s ofce
(proprietors and general partnerships) or the Texas Secretary of State
(corporations, limited liability companies, and limited partnerships).
(F) Entity documents.
(i) Partnerships. A partnership applicant must sub-
mit a copy of the relevant portions of the partnership agreement ad-
dressing ownership and the responsibility for operations. If the appli-
cant is a limited partnership or a limited liability partnership, provide
evidence of ling with the Texas Secretary of State.
(ii) Corporations. A corporate applicant, domestic
or foreign, must provide the following documents:
(I) copies of the relevant portions of the by-laws
addressing the required number of directors and the required ofcer
positions for the corporation; and
(II) minutes of corporate meetings that record the
election of the statutory agent and all current ofcers and directors as
listed on the Disclosure of Owners and Principal Parties or a certi-
cation from the secretary of the corporation identifying the statutory
agent and current ofcers and directors as listed on the Disclosure of
Owners and Principal Parties.
(iii) Publicly-held corporations. In addition to the
items required for corporations, a publicly-held corporation must le
the most recent 10K or 10Q for the applicant or for the parent company.
(iv) Limited liability companies. A limited liability
company applicant, domestic or foreign, must provide the following
documents:
(I) a copy of the relevant portions of the operat-
ing agreement and regulations addressing responsibility for operations;
and
(II) minutes of meetings that record the election
of the statutory agent and all current ofcers, directors, and managers
as listed on the Disclosure of Owners and Principal Parties, or a certi-
cation identifying the statutory agent and current ofcers, directors,
and managers as listed on the Disclosure of Owners and Principal Par-
ties.
(v) Trusts. A copy of the relevant portions of the
instrument that created the trust addressing management of the trust
and operations of the applicant must be led with the application.
(vi) Estates. A copy of the relevant portions of the
instrument establishing the estate addressing management of the estate
and operations of the applicant must be led with the application.
(vii) Nonprot organizations. The applicant must
provide a copy of the relevant portions of the instrument creating the
nonprot organization addressing management of the organization and
operations of the applicant. A nonprot applicant must also provide a
copy of its ling with the Internal Revenue Service or other evidence
to verify that the applicant is a nonprot organization exempt from tax-
ation under §501(c)(3), Internal Revenue Code of 1986.
(viii) Foreign entities. In addition to the items re-
quired by this chapter, a foreign entity must provide a statement of
where records of Texas transactions will be kept. If these records will
be maintained at a location outside of Texas, the applicant must ac-
knowledge responsibility for the travel costs associated with examina-
tions in addition to the usual assessment or agree to make all the records
available for examination in Texas.
(3) Late ling. An applicant who desires to retroactively
le a license application may do so by complying with Texas Finance
Code, §349.303, and the rules adopted under this chapter.
§84.103. New Registered Ofces.
(a) A licensee may conduct Chapter 348 transactions at differ-
ent locations or under additional assumed names at a single location by
ling a New Registered Ofce Notication and paying the applicable
fee.
(b) The New Registered Ofce Notication must be led be-
fore a licensee can engage in a Chapter 348 transaction at the different
location or under the additional assumed name.
(1) Date registered ofce began conducting Chapter 348
transactions. If the registered ofce has commenced business, provide
the date the registered ofce began conducting Chapter 348 transac-
tions. If the form is led in advance, provide the date the licensee an-
ticipates commencing business under this registered ofce.
(2) License number of licensed location. Provide the li-
cense number shown on the license of the licensed location issued by
this ofce.
(3) Assumed name. If the registered ofce is using an as-
sumed name, provide evidence that it has been led with either the
county clerk’s ofce (proprietors and general partnerships) or the Texas
Secretary of State (corporations, limited liability companies, and lim-
ited partnerships).
(c) Late ling. A licensee who desires to retroactively regis-
ter an ofce may do so by complying with the Texas Finance Code,
§349.302, and the rules adopted under this chapter.
§84.104. Transfer of License.
(a) Denition. As used in this chapter, a "transfer of owner-
ship" does not include a change in proportionate ownership as dened
in §84.105 of this title (relating to Change in Form or Proportionate
Ownership). The term includes the following:
(1) an existing owner of a sole proprietorship relinquishes
that owner’s entire interest in a license or an entirely new entity has
obtained an ownership interest in a sole proprietorship licensee;
(2) any purchase or acquisition of control of a licensed gen-
eral partnership, in which a partner owning 10% or more relinquishes
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that owner’s entire interest or a new general partner obtains an owner-
ship interest of 10% or more;
(3) any purchase or acquisition of a licensed limited part-
nership interest
(A) of 10% or more of ownership;
(B) in which a general partner relinquishes that owner’s
entire interest in a licensee; or
(C) in which a new general partner obtains an owner-
ship interest in the licensee. A transfer of ownership occurs regardless
of the percentage of ownership exchanged of the general partner;
(4) any purchase or acquisition of control of 10% or more
of the outstanding voting stock of any licensed privately-held corpora-
tion, or of 51% or more of any privately-held corporation which is the
parent or controlling stockholder of a licensed corporation. The term
also includes stock ownership changes that result in a change of control
(i.e. 51% or more) for a publicly-held company;
(5) any purchase or acquisition of control of 10% or more
of a membership interest of any licensed limited liability company, or
of 51% or more of any limited liability company which is the parent or
controlling member of a licensed limited liability company;
(6) any acquisition of a license by gift, devise, or descent;
and
(7) any purchase or acquisition of control of a licensed en-
tity whereby a substantial change in management or control of the busi-
ness occurs, despite not fullling the requirements of subsection (a)(1)
- (5) of this section, and the commissioner has reason to believe that
proper regulation of the licensee dictates that a transfer must be pro-
cessed.
(b) Approval of transfer. No license may be sold, transferred,
or assigned without written approval by the commissioner.
(c) Filing requirements. An application for transfer of a li-
cense must be submitted on forms prescribed by the commissioner and
in accordance with the rules and instructions. The application for trans-
fer shall include the appropriate fees and the following:
(1) Application. The instructions in §84.102 of this title
(relating to Filing of New Application) are applicable to this ling.
(2) Disclosure of Owners and Principal Parties. The in-
structions in §84.102 of this title are applicable to this ling.
(3) Registered ofces. The instructions in §84.102 of this
title are applicable to this ling.
(4) Personal Afdavit, Employment History, and Personal
Questionnaire. The instructions in §84.102 of this title are applicable
to these lings.
(5) Fingerprint cards. The instructions in §84.102 of this
title are applicable to this ling.
(6) Appointment of Statutory Agent and Consent to Ser-
vice. The instructions in §84.102 of this title are applicable to this l-
ing.
(7) Evidence of the transfer of ownership. Documentation
evidencing the transfer of ownership must be led with the application
and should include one of the following:
(A) a copy of the asset purchase agreement when only
the assets have been purchased;
(B) a copy of the stock purchase agreement or other ev-
idence of acquisition if voting stock of a corporate license has been
purchased or otherwise acquired; or
(C) any document that transferred ownership in a li-
cense by gift, devise, or descent, such as a probated will or a court
order.
(d) Permission to operate. No business under the license shall
be conducted by any transferee until the application has been received,
all applicable fees have been paid, and a request for permission to oper-
ate has been approved. A request for permission to operate during the
pendency of the application may be denied. This subsection does not
apply to a change of control of a publicly-held corporation or a change
due to the death or disability of an individual.
(e) Purchaser operating under seller’s license. A written agree-
ment whereby a seller grants a buyer the authority to operate under the
seller’s license pending approval of the buyer’s new license application
is authorized. The agreement must provide that the seller accepts full
responsibility to any customer of the licensed business for any acts of
the buyer in connection with the operation of the business. The writ-
ten agreement between the seller and the buyer must be submitted to
the commissioner with a request to operate under the seller’s license
not less than 10 business days after the closing or the date of the sale.
The agreement shall be for a dened period of time as provided in the
agreement. Two companies may not operate under a single license si-
multaneously. If a seller grants another company permission to operate
under the seller’s license, the seller must cease operating under the au-
thority of the license.
(f) Application ling deadline. Applications led in connec-
tion with transfers of ownership may be led in advance but must be
led no later than 10 calendar days following the actual transfer. Fail-
ure to meet the application ling deadline does not invalidate trans-
actions unless the agency has obtained a contrary nding through the
administrative process.
§84.105. Change in Form or Proportionate Ownership.
(a) Organizational form. When any licensee desires to change
the organizational form of its business (e.g., from proprietorship to cor-
poration), the licensee must advise the commissioner in writing of the
change within 10 calendar days by ling the appropriate fees and trans-
fer documents as provided in this title. In addition, the licensee shall
submit a copy of the relevant portions of the organizational document
for the new entity (i.e., the articles of incorporation) addressing the
ownership and management of the new entity. Failure to meet the appli-
cation ling deadline does not invalidate transactions unless the agency
has obtained a contrary nding through the administrative process.
(b) Merger. A merger of a licensee is a change of ownership
that results in a new or different surviving entity and requires the ling
of a transfer application pursuant to this title. A merger of the parent
entity of a licensee that leads to the creation of a new entity requires
a transfer application pursuant to this title. A merger of the licensee’s
parent entity resulting in a different surviving parent entity requires a
transfer application pursuant to this title. Mergers or transfers of other
entities with a benecial interest beyond the parent entity level only
require notication within 10 calendar days. Failure to meet the ap-
plication or notication ling deadline does not invalidate transactions
unless the agency has obtained a contrary nding through the admin-
istrative process.
(c) Proportionate ownership.
(1) When a change in proportionate ownership results in
the exact same owners still owning the business, a transfer will not be
required, even if some of those same owners have a change in pro-
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portionate ownership resulting in control of 10% or more of the busi-
ness where it did not exist previously. Such a proportional change in
ownership among the current owners does not require the ling of a
transfer application, but does require notication when the cumulative
ownership change to a single entity or individual amounts to 5% or
greater. No later than 10 calendar days following the actual change,
the licensee is required to complete and submit a Notication of Pro-
portionate Ownership Change form as prescribed by the commissioner
and pay an appropriate fee as outlined in §84.110 of this title (relating
to Fees).
(2) This section does not apply to a publicly-held corpora-
tion that has led with the agency the most recent 10K or 10Q ling of
the licensee or the publicly-held parent corporation.
(3) Failure to meet the notication ling deadline does not
invalidate transactions unless the agency has obtained a contrary nd-
ing through the administrative process.
§84.106. Processing of Application.
(a) Initial review. Applications shall be responded to within
14 calendar days of receipt stating that the application is complete and
accepted for ling or stating that the application is incomplete and spec-
ifying the information required for acceptance.
(b) Complete application. An application is complete when:
(1) it conforms to the rules and published instructions;
(2) all fees have been paid; and
(3) all requests for additional information have been satis-
ed.
(c) Failure to complete application. If a complete application
has not been led within 30 calendar days after notice of deciency has
been sent to the applicant, the application may be denied.
(d) Hearing. Whenever an application is denied, the affected
applicant has 30 calendar days from the date the application was de-
nied to request in writing a hearing to contest the denial. This hearing
shall be conducted pursuant to the Administrative Procedure Act, Texas
Government Code, Chapter 2001, and §9.1 et seq. of this title (relating
to Rules of Procedure for Contested Case Hearings, Appeals, and Rule-
makings), before an administrative law judge who will recommend a
decision to the commissioner. The commissioner will then issue a nal
decision after review of the recommended decision.
(e) Denial. If an application has been denied, the investigation
fee and the ngerprint processing fee in §84.110 of this title (relating
to Fees) shall be forfeited.
(f) Processing time.
(1) A license application shall ordinarily be approved or
denied within a maximum of 60 calendar days after the date of ling
of a completed application.
(2) When a hearing is requested following an initial license
application denial, the hearing shall be held within 60 calendar days
after a written request for a hearing is made unless the parties agree to
an extension of time. A nal decision approving or denying the license
application shall be made after receipt of the proposal for decision from
the administrative law judge.
(3) Exceptions. More time may be taken where good cause
exists, as dened by Texas Government Code, §2005.004, for exceed-
ing the established time periods in paragraphs (1) and (2) of this sub-
section.
(g) Applications and notices as public records. Once a license
application or notice is led with the agency, it becomes a "state record"
under Texas Government Code, §441.180(11), and "public informa-
tion" under Texas Government Code, §552.002. Under Texas Govern-
ment Code, §§441.190, 441.191 and 552.004, the original applications
and notices must be preserved as "state records" and "public informa-
tion" unless destroyed with the approval of the director and librarian
of the State Archives and Library Commission under Texas Govern-
ment Code, §441.187. Under Texas Government Code, §441.191, the
agency may not return any original documents associated with a license
application or notice to the applicant or licensee. An individual may
request copies of a state record under the authority of the Texas Gov-
ernment Code, Chapter 552.
§84.107. Amendments to Pending Application.
Each applicant shall provide information supplemental to that con-
tained in the applicant’s original application documents and attach-
ments. Any action, fact, or information that would require a materially
different answer than that given in the original license application and
which relates to the qualications for license must be reported within
10 calendar days after the person has knowledge of the action, fact, or
information.
§84.108. Relocation.
(a) Relocation of a licensed location. A licensee may move a
licensed location to any other location by paying the appropriate fees
and giving notice of intended relocation to the commissioner not less
than 10 calendar days prior to the anticipated moving date.
(b) Relocation of a registered ofce. A licensee may move a
registered ofce from the registered location to any other location by
payment of the appropriate fees and giving notice of intended reloca-
tion to the commissioner not less than 10 calendar days prior to the
anticipated moving date.
(c) The notice must include the contemplated new address of
the licensed location or registered ofce and the approximate date of
relocation. Failure to meet the notication deadline does not invalidate
transactions unless the agency has obtained a contrary nding through
the administrative process.
§84.109. License Status.
(a) Inactivation of an active license. A licensee may cease op-
erating a licensed location and choose to inactivate the license. A li-
cense may be inactivated by giving notice of the cessation of operations
on the appropriate form not less than 10 calendar days prior to the an-
ticipated inactivation date and remitting the fee for license amendment.
Registered ofces will be designated as closed when a license is inac-
tivated. A licensee must continue to pay the yearly renewal fees for an
inactive license, or the license will expire.
(b) Activation of an inactive license. A licensee may activate
a license by giving notice of the intended activation on the appropriate
form not less than 10 calendar days prior to the anticipated activation
date and remitting the fee for license amendment. Registered ofces
must be listed and appropriate fees paid upon activation of a license.
(c) Cancellation of a license. A licensee may cancel a license
by providing written notice of the cessation of operations and a request
to cancel the license.
(d) Expiration. A license will expire unless a fee is paid by
the due date on the license renewal form. A licensee that pays the
annual renewal and examination assessment will automatically be re-
newed even though a new license may not be issued.
§84.110. Fees.
(a) New licenses.
(1) A $100 non-refundable investigation fee is assessed
each time an application for a new license is led.
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(2) Registered ofce fees. The fee for each registered ofce
is $25.
(b) License transfers. An applicant must pay a non-refundable
investigation fee of $100 for the transfer of a license.
(c) Notication of proportionate ownership change. An appli-
cant must pay a non-refundable fee of $25 when ling a Notication of
Proportionate Ownership Change form as provided by §84.105 of this
title (relating to Change in Form or Proportionate Ownership).
(d) Fingerprint record checks. The non-refundable fee to in-
vestigate each applicant’s ngerprint record is $40 per set. This fee
must be paid for each set of ngerprints led with an application for a
new license or a license transfer.
(e) License amendment.
(1) A fee of $25 must be paid each time a licensee seeks to
amend a license by rendering a license inactive, activating an inactive
license, changing the assumed name of the licensee, or relocating a
licensed location.
(2) Registered ofce amendment fees. The fee for amend-
ing or transferring a registered ofce is $10.
(f) Annual renewal and examination assessment.
(1) An annual renewal fee is required for each licensee con-
sisting of:
(A) a licensed location fee of $75;
(B) a registered ofce fee of $10 per location; and
(C) a variable fee based upon the annual dollar volume
of contracts originated or acquired during the preceding calendar year.
(2) The maximum annual assessment for each active li-
cense shall be no more than $250 excluding the registered ofce fees.
(g) Licensed location or registered ofce duplicate certicate.
The fee for a duplicate certicate is $10.
(h) Costs of hearings. The commissioner may assess the costs
of an administrative appeal pursuant to Texas Finance Code, §14.207
for a hearing afforded under §84.106 of this title (relating to Processing
of Application), including the cost of the administrative law judge, the
court reporter, and agency staff representing the agency at a hearing.
§84.111. Implementation Provisions of Licensing.
(a) Effective date. The effective date of the statutory licensing
requirement is September 1, 2002. After September 1, 2002, a motor
vehicle seller may not engage in any retail installment transaction with-
out a motor vehicle sales nance license granted under this title. Any
motor vehicle seller engaging in a motor vehicle sales nance transac-
tion must comply with Texas Finance Code, §348.401 and §348.402
as it existed prior to September 1, 2001, and 7 TAC, Part 1, Chapter 1,
Subchapter P until September 1, 2002. Failure to comply with required
registration provisions is grounds for denial of an application made un-
der §84.106 of this title (relating to Processing of Application).
(b) Securitization of transactions. In the case of securitized
transactions, such as a transaction in which motor vehicle retail install-
ment contracts are held in trust or similar structure with participatory
interests in the structure transferred to investors, the licensing require-
ments may be fullled either by the trust or other securitization entity
or by the servicer that is responsible for servicing the contracts included
in the securitized entity.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Of¿ce of Consumer Credit Commissioner
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7640
SUBCHAPTER B. INSTALLMENT SALES
CONTRACT PROVISIONS
7 TAC §§84.201 - 84.210
The Finance Commission of Texas proposes new 7 TAC, Chap-
ter 84, Subchapter B, §§84.201 - 84.210, concerning Motor Ve-
hicle Installment Sales Contract Provisions. The new rules con-
tained in 7 TAC §§84.201 - 84.210 provide the purpose of the
rules, the procedures for ling non-standard contracts, the rela-
tionship with federal law, denitions, required disclosures, for-
mat, model contract provisions and clauses, and permissible
changes to model contracts and model clause provisions for
Chapter 348 motor vehicle retail installment sales transactions.
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and
will be easier to nd. The new rules are substantially similar
to the rules pending repeal, as found in 7 TAC, Subchapter
R, §§1.1301 - 1.1309. The commission’s proposed repeal
of Subchapter R is published elsewhere in this issue of the
Texas Register. The agency is also proposing new §84.202,
concerning non-standard contract ling procedures, modeled
after current §1.841.
The new rules implement the provisions of Texas Finance Code
§341.502, which requires contracts under Chapter 342 or 348,
whether in English or in Spanish, to be written in plain language.
The proposed rules provide model contract provisions for use
by creditors who are licensed by the Ofce of Consumer Credit
Commissioner. Use of the model contact is optional; however,
should a licensee choose not to use the model contract, or a con-
tract comprised of model clauses, then the licensee’s non-stan-
dard contract must be submitted to the agency in accordance
with the provisions of new 7 TAC §84.202.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. The changes
throughout all sections consist of revisions to formatting, gram-
mar, punctuation, spelling, and other technical corrections. The
only changes made from the prior version of a rule pending re-
peal to the new rule being proposed are technical and nonsub-
stantive in nature. These rules were reviewed during 2005 and
are merely being relocated (with technical corrections).
Section 84.201 (current §1.1301) sets forth the purpose clause
and discusses the benets of plain language contracts. Section
§84.201 explains the motor vehicle model contract provisions
and states the intention that the provisions should constitute a
complete plain language motor vehicle retail sales installment
contract. Established model contract provisions will encourage
uniformity and provide benets to consumers by making con-
tracts easier to understand. A creditor is not limited to the con-
tract provisions contained in these rules and retains exibility
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to design contract forms suitable for the creditor’s use. These
multi-purpose contract provisions are intended for use by fran-
chised dealers, independent dealers, holders of motor vehicle
retail installment sales contracts, and individuals who sell less
than ve motor vehicles per year.
Section 84.202 (new rule) provides the procedures for licensees
to submit non-standard contract submissions to the agency.
Section 84.203 (current §1.1302) explains the relationship of fed-
eral law to the state requirements. The section describes how
any conicts or inconsistencies shall be resolved.
Section 84.204 (current §1.1303) provides denitions in order to
ensure consistent treatment and application of dened terms.
Section 84.205 (current §1.1304) outlines the disclosure and
contract provisions required by the Texas Finance Code.
Section 84.206 (current §1.1305) outlines the disclosures re-
quired by Finance Commission rule.
Section 84.207 (current §1.1306) details the required format,
typeface, and font for model plain language motor vehicle retail
installment contracts. The rule attempts to establish minimum
allowable type sizes and typefaces. The rule also permits exi-
bility for labeling contracts through the use of titles and headings.
The creditor has considerable exibility in the formatting and ar-
rangement of the information contained in the model clauses.
The requirements are necessary to ensure that the contract will
be easy for consumers to read and understand.
Section 84.208 (current §1.1307) identies types of provisions
that are typically included in a Chapter 348 motor vehicle retail
installment sales contract. Creditors may determine which pro-
visions are most applicable for their transactions. Creditors may
omit provisions that are not applicable to a particular transac-
tion. If a creditor desires to assess certain charges or exercise
certain rights under the provisions, the creditor must contract for
that fee or right. For example, if a creditor desires to assess a
late charge, the creditor must provide for a late charge provision.
Also, if a creditor desires to purchase collateral protection insur-
ance because the buyer failed to keep required insurance, the
creditor must include a contractual provision permitting the cred-
itor to purchase the required insurance.
Section 84.209 (current §1.1308) contains the model clauses.
These clauses are the administrative interpretation of a plain
language version of typical contract provisions. Some model
clauses are required by state and federal statute and regulations
depending on the circumstances of a particular transaction.
Section 84.210 (current §1.1309) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides licensees with exibility in us-
ing the model clauses. Licensees may use additional documents
in connection with the model documents contained in this rule.
If a licensee incorporates additional documents, these additions
may need to be submitted as non-standard forms if they do not
employ the model clauses. Certain documents like the odometer
statement, buyer’s order, title application documents, notices to
co-signer, buyer’s guides, and similar documents do not need to
be submitted as non-standard forms. Additional documents such
as arbitration agreements, conditional delivery agreements, and
guarantor agreements will need to be submitted for a readability
review in accordance with new 7 TAC §84.202.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules are
simply being relocated with some technical corrections. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by email to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after
the date the proposed new rules are published in the Texas
Register. At the conclusion of the 31st day after the proposed
new rules are published in the Texas Register, no further written
comments will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §348.513 grants the Finance Commission
the authority to adopt rules to enforce the motor vehicle install-
ment sales chapter.
These rules affect Texas Finance Code, Chapter 348.
§84.201. Purpose.
(a) The purpose of this subchapter is to provide model pro-
visions and a model plain language contract in English for Texas Fi-
nance Code, Chapter 348 motor vehicle installment sales contract pro-
visions. The establishment of model provisions for these transactions
will encourage the use of simplied wording that will ultimately ben-
et consumers by making these contracts easier to understand. Use of
the "plain language" model contract by a seller is not mandatory. The
seller, however, may not use a contract other than a model contract un-
less the seller has submitted the contract to the commissioner in com-
pliance with §84.202 of this title (relating to Non-Standard Contract
Filing Procedures). The commissioner shall issue an order disapprov-
ing the contract if the commissioner determines the contract does not
comply with this section or rules adopted under this section. A seller
may not claim the commissioner’s failure to disapprove a contract con-
stitutes approval.
(b) These provisions are intended to constitute a complete
plain language motor vehicle installment sales contract; however, a
seller is not limited to the contract provisions contained in these rules.
§84.202. Non-Standard Contract Filing Procedures.
(a) Non-standard contracts. A non-standard contract is a con-
tract that does not use the model contract provisions. Non-standard
contracts submitted in compliance with the provisions of Texas Fi-
nance Code §341.502(c) will be reviewed to determine that the con-
tract is written in plain language. Non-standard contracts submitted
for review may gain certain protections under the provisions of Texas
Finance Code §341.502.
(b) Certication of readability. Contract lings subject to this
subchapter must be accompanied by a certication signed by an of-
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cer of the creditor or the entity submitting the form on behalf of the
creditor. The certication must state that the contract is written in plain
language (i.e., that the contract can be easily understood by the average
consumer). The certication must also state that the contract is printed
in an easily readable font and type size.
(c) Filing requirements. Contract lings must be identied as
to the transaction type. Contract lings must be submitted on paper
that is suitable for permanent record storage and imaging. Handwritten
forms or handwritten corrections will not be accepted. In addition to
the paper submission, the licensee must also submit the contract lings
in an electronic version. The electronic version must be submitted in a
Corel WordPerfect (.wpd), MS Word (.doc), or a text (.txt) format.
(d) Contact person. One person shall be designated as the con-
tact person for each ling submitted. Each submission should provide
the name, address, phone number, and fax number, if available, of the
contact person for that ling. If the contracts are submitted by anyone
other than the company itself, the contracts must be accompanied by a
dated letter which contains a description of the anticipated users of the
contracts and designates the legal counsel or other designated contact
person for that ling.
§84.203. Relationship with Federal Law.
(a) The disclosure requirements of 12 C.F.R. Part 226 (Reg-
ulation Z) adopted under the Truth in Lending Act (15 U.S.C. §1601
et seq.) and specically 12 C.F.R. §226.18(f), regarding variable rate
disclosures, apply according to their terms to some retail installment
transactions, as more fully provided in the Truth in Lending Act and
federal Regulation Z.
(b) In the event of any inconsistency or conict between the
disclosure or notice requirements in these provisions and any current
or future federal law, regulation, or interpretation, the requirements of
the federal law, regulation, or interpretation will control to the extent
of the inconsistency.
(c) The term "time price differential" may be substituted for
the term "nance charge" as used in the model disclosures provided by
this regulation, except in those instances where use of that term would
be prohibited by controlling federal law, regulation, or interpretation.
(d) The term "amount nanced" may be substituted for "prin-
cipal balance" whenever the amount nanced, computed in accordance
with federal Regulation Z, is the same as the principal balance com-
puted in accordance with the Texas Finance Code.
(e) The term "annual percentage rate" may be substituted for
"annual rate" or "contract rate" whenever the annual percentage rate,
computed in accordance with federal Regulation Z, is the same as the
annual rate computed in accordance with the Texas Finance Code.
§84.204. Denitions.
The following words and terms, when used in this subchapter, have the
following meanings, unless the context clearly indicates otherwise:
(1) Accrual method--A method to compute a nance
charge and apply the nance charge to the unpaid principal balance.
Both the true daily earnings method and the scheduled installment
earnings method are accrual methods.
(2) Add-on method--A method for calculating a precom-
puted time price differential charge in which the retail buyer agrees to
pay the total of payments. The total of payments includes both the prin-
cipal balance of the contract and the time price differential charge. The
add-on time price differential charge is calculated at the inception of
the contract on the principal balance for the full term, as if the princi-
pal balance of the contract did not decline over the term of the contract.
(3) Contract rate--The annual time price differential rate
that may be stated in a retail installment contract, and that accrues or is
assessed against the principal balance that is subject to a nance charge
for the term of the contract. The contract rate cannot exceed the daily
rate converted to an annualized rate.
(4) Creditor--The seller or any subsequent holder or as-
signee of the retail installment contract.
(5) Daily rate--The rate authorized under Texas Finance
Code §348.105, or the simple rate equivalent of the rate applicable to
the contract under Texas Finance Code §348.104, computed on a daily
basis using a 365-day calendar year.
(6) Irregular payment contract--A contract:
(A) That is payable in installments that are not consec-
utive, monthly, and substantially equal in amount; or
(B) The rst scheduled installment of which is due later
than 1 month and 15 days after the date of the contract.
(7) Regular payment contract--Any contract that is not an
irregular payment contract.
(8) Scheduled installment earnings method--The sched-
uled installment earnings method is a method to compute a nance
charge by applying a daily rate to the unpaid principal balance as if
each payment will be made on its scheduled installment date. A pay-
ment received before or after the due date does not affect the amount
of the scheduled reduction in the unpaid principal balance. Under this
method, a nance charge refund is calculated by deducting the earned
nance charges from the total nance charges. If prepayment in full or
demand for payment in full occurs between payment due dates, a daily
rate equal to 1/365th of the annual rate is multiplied by the unpaid
principal balance. The result is then multiplied by the actual number of
days from the date of the previous scheduled installment through the
date of prepayment or demand for payment in full to determine earned
nance charges for the abbreviated period. In addition to the earned
nance charges calculated in this paragraph, the creditor may also earn
a $150 acquisition fee for a heavy commercial vehicle, or a $25 fee
for other vehicles, so long as the total of the earned nance charges
and the acquisition fee do not exceed the nance charge disclosed in
the contract. The creditor is not required to refund unearned nance
charges if the refund is less than $1.00. The scheduled installment
earnings method may be used with either an irregular payment contract
or a regular payment contract. The computation of nance charges
must comply with the U.S. rule as dened in Appendix J of 12 C.F.R.
Part 226 (Regulation Z).
(9) Seller--The seller of the motor vehicle.
(10) Sum of the periodic balances method (Rule of 78s).
(A) Under this method, the nance charge refund is cal-
culated as follows:
(i) Subtract an acquisition fee not greater than $150
for a heavy commercial vehicle, or $25 for other vehicles, from the
total nance charge.
(ii) Multiply the amount computed in clause (i) of
this subparagraph by the refund percentage computed below. The result
is the nance charge refund.
(iii) Compute the refund percentage by:
(I) Computing the sum of the unpaid monthly
balances under the contract’s schedule of payments beginning:
(-a-) On the rst day, after the date of the pre-
payment or demand for payment in full; that is, the date of a month that
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corresponds to the date of the month that the rst installment is due un-
der the contract, or;
(-b-) If the prepayment or demand for pay-
ment in full is made before the rst installment date under the contract,
one month after the date of the second scheduled payment of the con-
tract occurring after the prepayment or demand;
(II) Dividing the result in subclause (I) of this
clause by the sum of all of the monthly balances under the contract’s
schedule of payments.
(B) As an alternative for heavy commercial vehicles, as
dened in the Texas Finance Code, the sum of the periodic balances
method may be computed as follows:
(i) Multiply the total nance charge by a refund per-
centage determined as follows:
(I) Compute the sum of the unpaid monthly bal-
ances under the contract’s schedule of payments beginning:
(-a-) On the rst day, after the date of the pre-
payment or demand for payment in full; that is, the date of a month that
corresponds to the date of the month that the rst installment is due un-
der the contract, or;
(-b-) If the prepayment or demand for pay-
ment in full is made before the rst installment date under the contract,
one month after the date of the second scheduled payment of the con-
tract occurring after the prepayment or demand;
(II) Divide the result in subclause (I) of this
clause by the sum of all of the monthly balances under the contract’s
schedule of payments.
(ii) From the result derived in clause (i) of this sub-
paragraph, deduct an acquisition fee not to exceed $150.
(C) The creditor is not required to give a nance charge
refund if it would be less than $1.00.
(D) These methods may not be used with an irregular
payment contract.
(11) True daily earnings method--The true daily earnings
method is a method to compute the nance charge by applying a daily
rate to the unpaid principal balance. The daily rate is 1/365th of the
equivalent contract rate. The earned nance charge is computed by
multiplying the daily rate of the nance charge by the number of days
the actual unpaid principal balance is outstanding. Payments are cred-
ited as of the time received; therefore, payments received prior to the
scheduled installment date result in a greater reduction of the unpaid
principal balance than the scheduled reduction, and payments received
after the scheduled installment date result in less than the scheduled
reduction of the unpaid principal balance. The computation of nance
charges must comply with the U.S. rule as dened in Appendix J of 12
C.F.R. Part 226 (Regulation Z).
(12) Vehicle--A motor vehicle as dened by Texas Finance
Code §348.001(4).
§84.205. Disclosures and Contract Provisions Required by the Texas
Finance Code.
The contract shall have the following disclosures and provisions, as
applicable:
(1) The consumer warning required by Texas Finance Code
§348.102(d).
(2) The cash price as required by Texas Finance Code
§348.102(a)(5). The cash price may be disclosed as a separate item in
the Itemization of Amount Financed or elsewhere in the contract. The
cash price is the price at which the seller offers in the ordinary course
of business to sell for cash the goods or services that are subject to the
transaction.
(3) The amount of any downpayment, specifying the
amounts paid in money and in goods traded in, as required by Texas
Finance Code §348.102. An amount paid by the seller under Texas
Finance Code §348.404 to retire an amount owed (including amounts
owed under a vehicle lease) against a motor vehicle used as a trade-in
("payoff") may be disclosed in several ways. The approaches outlined
in the Regulation Z Staff Commentary, as from time to time updated,
are permissible.
(4) Itemized charges not included in cash price, as required
by Texas Finance Code §348.102. Itemized charges may include, but
are not limited to, the following charges as applicable:
(A) State inspection fee;
(B) Documentary fee;
(C) Dealer’s inventory tax;
(D) Sales tax;
(E) Other taxes not included in the cash price (the seller
may disclose one aggregate amount for all taxes or may separately
itemize one or more of the taxes);
(F) Deputy service fee;
(G) Title fee;
(H) License fee;
(I) Vehicle property insurance;
(J) Credit life and credit disability insurance;
(K) GAP insurance, as authorized by Texas Finance
Code §348.208(b)(4);
(L) Theft protection plan;
(M) Service contract; or
(N) Warranty contract.
(5) The insurance statement required by Texas Finance
Code §348.204.
(6) Notice of exclusion of bodily injury and property
damage insurance, if excluded, as required by Texas Finance Code
§348.205.
(7) Any documentary fee charged must be separately dis-
closed, either in the itemization or elsewhere, along with the descrip-
tion required by Texas Finance Code §348.006 in reasonable proxim-
ity to the disclosure of the documentary fee. Any foreign language
translation of this disclosure that is required under Texas Finance Code
§348.006 may be given in a separate document.
(8) A disclosure that the buyer may renance the nal
scheduled payment upon the terms previously agreed or for any
other period of time and payment schedule to which the buyer and
holder may agree for a contract described in Texas Finance Code
§348.123(b)(5).
§84.206. Other Disclosures Required by Commission Rule.
(a) The consumer credit commissioner notice required by
§1.901 of this title (relating to Consumer Notications) must be
disclosed.
(b) In a contract using the true daily earnings method, a brief
description of the method of earning nance charge must be given. In
a contract using the scheduled installment earnings or the sum of the
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periodic balances method of refunding precomputed nance charges,
the name of the method used, and at the creditor’s option, a descrip-
tion of that method. If in the same contract form, the creditor uses the
scheduled installment earnings method in certain circumstances and the
sum of the periodic balances method in other circumstances, the cred-
itor shall provide a brief description of the circumstances under which
each method will be used, along with the name of the method.
§84.207. Format.
(a) Plain language contracts must be printed in an easily read-
able font and type size pursuant to Texas Finance Code §341.502(a).
If other state or federal law requires a different type size for specic
disclosure or contractual provision, the type size specied by the other
law should be used.
(b) The text of the document must be set in a readable
typeface. Typefaces considered to be readable include Times, Scala,
Caslon, Century Schoolbook, Helvetica, Arial, and Garamond.
(c) Titles, headings, subheadings, numbering, captions, and il-
lustrative or explanatory tables or sidebars may be used to distinguish
between different levels of information or provide emphasis.
(d) Typeface size is referred to in points . Because different
typefaces in the same point size are not of equal size, typeface is not
strictly dened but is expressed as a minimum size in the Times type-
face for visual comparative purposes. Use of a larger typeface is en-
couraged. The typeface for the federal disclosure box or other dis-
closures required under federal law must be legible, but no minimum
typeface is required. Generally, the typeface for the remainder of the
contract must be at least as large as 8 point in the Times typeface. A
point is generally viewed as 1/72 of an inch.
(e) The model clauses may be arranged in any order. Addi-
tionally, the seller has considerable exibility in the formatting and ar-
rangement of the information contained in the model clauses.
§84.208. Contract Provisions.
A Chapter 348 motor vehicle installment sales contract may include,
the following contract provisions to the extent not prohibited by law
or regulation. If the seller desires to assess certain charges or exercise
certain rights under one of the following provisions, except provisions
relating to default, repossessions, acceleration, and assignment of the
contract, the seller must include the provision in the contract. A seller
may delete inapplicable provisions. A seller who does not desire to
apply a provision is not required to include it in the contract. For ex-
ample, the seller may omit the balloon payment provisions if there is
no balloon payment. A seller may also exclude non-relevant portions
of a model clause. For example, a seller who does not routinely nance
certain insurance coverages may omit those non-applicable portions of
the model clause. A Chapter 348 motor vehicle installment sales con-
tract may contain the following provisions:
(1) Identication of the parties, including the name and ad-
dress of each party and specifying the pronouns that designate the buyer
and the seller.
(2) An assignment of contract provision.
(3) A buyer’s afrmation and promise to pay provision.
(4) An inspection acknowledgement provision.
(5) An identication of the motor vehicle.
(6) A description of the trade-in vehicle.
(7) A Truth in Lending Act (TILA) disclosure box.
(8) An itemization of amount nanced box.
(9) A documentary fee notice provision.
(10) A deferred downpayments provision.
(11) A required physical damage insurance provision.
(12) Optional insurance coverages provision.
(13) Optional credit life and accident and health insurance
provision.
(14) A liability insurance provision.
(15) A provision prohibiting oral modication of the con-
tract.
(16) A provision stating the nance charge earnings
method.
(17) A consumer warning provision.
(18) A buyer’s acknowledgment of receipt of the retail in-
stallment contract as permitted under Texas Finance Code, §348.112.
(19) Consumer credit commissioner notice.
(20) A provision stating the nance charge refund method.
(21) A provision describing the application of payments.
(22) A provision describing the effect of early and late pay-
ments.
(23) A provision providing for interest on any matured
amount at any rate permitted by law.
(24) Balloon payment provisions.
(25) An agreement to keep the motor vehicle insured.
(26) An agreement authorizing the creditor to purchase re-
quired insurance if the buyer fails to keep the motor vehicle insured.
(27) Physical damage insurance proceeds provision.
(28) Returned insurance premiums and service contract
charges provision.
(29) An application of credits provision.
(30) A transfer of rights provision.
(31) An agreement granting a security interest in collateral.
(32) Agreements regarding the use and transfer of the mo-
tor vehicle, including prohibiting unauthorized transfer and transfer of
equity fee limitations.
(33) Agreements regarding the care of the motor vehicle,
which may include: keeping the motor vehicle in good working order
and repair; keeping the vehicle free from liens and encumbrances; not
exposing the motor vehicle to seizure, conscation, or other involun-
tary transfer; and repaying the creditor for any amounts paid to satisfy
liens or encumbrances.
(34) Default rights and repossession provisions, including
consequences of default, collection costs, late charges, buyer’s right
to redeem, disposition of the motor vehicle, cancellation of optional
contracts, and acceleration.
(35) A waiver of any right to receive notice of the intent to
accelerate or notice of acceleration.
(36) A provision describing a refund of unearned nance
charge upon acceleration.
(37) An integration provision and severability clause.
(38) Provision expressing no waiver and limitations on
creditor’s rights and usury savings clause.
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(39) A provision stating Texas and federal law will apply
to the contract.
(40) Disclaimer of express or implied warranties.
(41) Preservation of consumers’ claims and defenses pro-
vision.
(42) Used car buyer’s guide provision.
(43) A guarantee provision.
(44) An arbitration provision.
(45) A negotiation and assignment provision.
§84.209. Model Clauses.
The following model clauses provide the plain language equivalent of
provisions found in contracts subject to Chapter 348.
(1) Identication of parties. This information identies the
parties to the contract.
(A) The model identication clause lists the name and
address of the creditor, the date of the contract, and the name and ad-
dress of the buyer. At the creditor’s option, a creditor may include an
account number or contract number. The model clause reads:
Figure: 7 TAC §84.209(1)(A)
(B) The Buyer is referred to as "I" or "me." The Seller
is referred to as "you" or "your."
(2) Assignment of contract. The model clause regarding
assignment of contract reads: "This contract may be transferred by the
Seller."
(3) Buyer’s afrmation and promise to pay. The model
clause regarding buyer’s afrmation and promise to pay reads: "The
credit price is shown below as the "Total Sales Price." The "Cash Price"
is also shown below. By signing this contract, I choose to purchase
the motor vehicle on credit according to the terms of this contract. I
agree to pay you the Amount Financed, Finance Charge, and any other
charges in this contract. I agree to make payments according to the
Payment Schedule in this contract. If more than one person signs as
a buyer, I agree to keep all the promises in this agreement even if the
others do not."
(4) Inspection acknowledgement. The model clause
regarding inspection acknowledgement reads: "I have thoroughly
inspected, accepted, and approved the motor vehicle in all respects."
(5) Identication of the motor vehicle. The motor vehicle
identication information provision should contain the following in-
formation about the motor vehicle: the seller’s stock number; the man-
ufacturer’s year model; the manufacturer’s make; the manufacturer’s
model type or number; the vehicle identication number; the license
plate number (if applicable); a new/used designation; and the primary
purpose designation. The seller’s stock number and the license number
are both optional; the omission will not make a contract non-standard.
The motor vehicle identication information provision may include
additional information about the vehicle including, odometer reading,
color, the designation as a heavy commercial vehicle, and key code. If
the creditor includes this additional information about the motor vehi-
cle, the change will not make the provision a non-standard provision.
The model clause regarding identication of the motor vehicle reads:
Figure: 7 TAC §84.209(5)
(6) Trade-in vehicle description. The model clause regard-
ing trade-in vehicle description reads:
Figure: 7 TAC §84.209(6)
(7) Truth in Lending Act disclosure. The model clause re-
garding Truth-in-Lending Act disclosure reads:
Figure: 7 TAC §84.209(7)
(8) Itemization of amount nanced. The creditor drafting
the contract is given considerable exibility regarding the itemization
of amount nanced disclosure so long as the itemization of amount
nanced disclosure complies with the Truth in Lending Act. As an ex-
ample, a creditor may disclose the manufacturer’s rebate either as: a
component of the downpayment; or a deduction from the cash price
of the motor vehicle. The model contract provision for the itemiza-
tion of the amount nanced discloses the manufacturer’s rebate as a
component of the downpayment. If the creditor elected to disclose the
manufacturer’s rebate as a deduction from the cash price of the motor
vehicle, the cash price component of the itemization of amountnanced
would be amended to reect the dollar amount of the manufacturer’s
rebate being deducted from the cash price of the motor vehicle.
(A) The model clause regarding itemization of amount
nanced-sales tax advance reads:
Figure: 7 TAC §84.209(8)(A)
(B) The model clause regarding itemization of amount
nanced-sales tax deferred reads:
Figure: 7 TAC §84.209(8)(B)
(9) Documentary fee.
(A) The following notice satises the requirements of
Texas Finance Code §348.006 if printed in a size equal to at least
ten-point type that is boldfaced, capitalized, underlined, or otherwise
set out from surrounding written material so as to be conspicuous and
within reasonable proximity to the place at which the fee is disclosed.
The parenthetical phrase may be inserted at the dealer’s option or the
disclosure may be made without the parenthetical phrase if the dealer
does not charge an amount in excess of $50 for either ordinary motor
vehicles or heavy commercial vehicles or if the contract form is not
used for heavy commercial vehicles. The model clause is contained
in the Itemization of Amount Financed. The documentary fee clause
reads: "A documentary fee is not an ofcial fee. A documentary fee
is not required by law, but may be charged to buyers for handling doc-
uments and performing services relating to the closing of a sale. A
documentary fee may not exceed $50 (for a motor vehicle contract or
a reasonable amount agreed to by the parties for a heavy commercial
vehicle contract). This notice is required by law."
(B) The following notice is a sufcient Spanish transla-
tion of the documentary fee disclosure required by Texas Finance Code
§348.006. The parenthetical phrase may be inserted at the dealer’s op-
tion or the disclosure may be made without the parenthetical phrase if
the dealer does not charge an amount in excess of $50 for either or-
dinary motor vehicles or heavy commercial vehicles or if the contract
form is not used for heavy commercial vehicles. The Spanish transla-
tion may read: "Un honorario de documentación no es un honorario of-
cial. Un honorario de documentación no es requerido por la ley, pero
puede ser cargada al comparador como gastos de manojo de documen-
tos y para realizar servicios relacionados con el cierre de una venta.
Un honorario de documentación no puede exceder $50 (un contrato de
vehículo automotor o una cantidad razonable acordada por las partes
para un contrato de vehiculo comercial pesado). Esta noticación es
requerida por la ley." Or "Un cargo documental no es un cargo ocial.
La ley no exige que se imponga un cargo documental. Pero éste po-
dría cobrarse a los compradores por el manejo de la documentación y
la prestación de servicios en relación con el cierre de una venta. Un
cargo documental no puede exceder de $50 para (un contrato de ve-
hículo automotor o una cantidad razonable acordada por las partes para
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un contrato de vehículo comercial pesado). Esta noticación se exige
por ley."
(10) Deferred downpayments. The creditor has consider-
able exibility in disclosing the deferred downpayments. The model
provision discloses the deferred downpayments by placing the infor-
mation, the due date and dollar amount of the deferred downpayments,
in several boxes. If a creditor uses this model provision, the creditor
would enter the due date and dollar amount of each deferred downpay-
ment in the appropriate boxes. As an alternative to this model provi-
sion, a creditor may disclose the deferred downpayments in the Pay-
ment Schedule of the Amount Financed in the federal disclosure box.
If a creditor elects this option, the due date and the dollar amount of the
deferred downpayment must be shown. If the total amount of the de-
ferred downpayment is not satised by the date of the second regularly
scheduled installment, the deferred downpayment must be included in
the Payment Schedule. As another alternative, the creditor may dis-
close the deferred downpayment amount in the Payment Schedule. The
model clause regarding deferred downpayments reads:
Figure: 7 TAC §84.209(10)
(11) Required physical damage insurance. The creditor
may chose to omit the statement of the retail buyer’s right to obtain
substitute coverage from another source. The model clause regarding
required physical damage insurance reads:
Figure: 7 TAC §84.209(11)
(12) Optional insurance coverages. The model clause re-
garding optional insurance coverages reads:
Figure: 7 TAC §84.209(12)
(13) Optional credit life and accident and health insurance.
The model clause regarding optional credit life and accident and health
insurance reads:
Figure: 7 TAC §84.209(13)
(14) Liability insurance. If liability insurance coverage is
not included in the contract, any of the following notices are sufcient
to satisfy the requirements of Texas Finance Code §348.205 if printed
in a size equal to at least ten-point type that is boldfaced, capitalized,
underlined, or otherwise set out from surrounding written material so
as to be conspicuous:
(A) "THIS CONTRACT DOES NOT INCLUDE
INSURANCE COVERAGE FOR PERSONAL LIABILITY AND
PROPERTY DAMAGE CAUSED TO OTHERS."
(B) "UNLESS A CHARGE FOR LIABILITY INSUR-
ANCE IS INCLUDED IN THE ITEMIZATION OF AMOUNT FI-
NANCED, LIABILITY INSURANCE COVERAGE FOR BODILY
INJURY AND PROPERTY DAMAGE CAUSED TO OTHERS IS
NOT INCLUDED IN THIS CONTRACT."
(C) "UNLESS A CHARGE FOR LIABILITY IN-
SURANCE IS INCLUDED IN THE ITEMIZATION OF AMOUNT
FINANCED, ANY INSURANCE REFERRED TO IN THIS CON-
TRACT DOES NOT INCLUDE COVERAGE FOR PERSONAL
LIABILITY AND PROPERTY DAMAGE CAUSED TO OTHERS."
(15) Prohibition against oral modications. The contract
may include a provision barring oral modications of the contract. A
unilateral change to a contract may nevertheless occur as prescribed
by the procedures in Subchapter C of Chapter 349. The model clause
regarding prohibition against oral modications reads:
Figure: 7 TAC §84.209(15)
(16) Finance charge earnings methods.
(A) Regular transaction using sum of the periodic bal-
ances method.
(i) Sales tax advance. At the creditor’s option a
creditor may choose one of the following model clauses regarding
sales tax advance.
(I) "You gure the Finance Charge using the
add-on method as dened by the Texas Finance Commission Rule.
Add-on Finance Charge is calculated on the full amount of the unpaid
principal balance and added as a lump sum to the unpaid principal
balance for the full term of the contract."
(II) "The Finance Charge will be calculated by
using the add-on method. Add-on Finance Charge is calculated on the
full amount of the unpaid principal balance and added as a lump sum
to the unpaid principal balance for the full term of the contract. The
add-on Finance Charge is calculated at a rate of $____ per $100.00."
(ii) Deferred sales tax. The model clause regarding
deferred sales tax reads: "The Finance Charge will be calculated by
using the add-on method. Add-on Finance Charge is calculated on the
full amount of the unpaid principal balance subject to a nance charge
and added as a lump sum to the unpaid principal balance subject to a
Finance Charge for the full term of the contract. The add-on Finance
Charge is calculated at a rate of $____ per $100.00."
(B) True daily earnings method.
(i) Sales tax advance. At the creditor’s option a
creditor may choose one of the following model clauses regarding
sales tax advance.
(I) "You gure the Finance Charge using the true
daily earnings method as dened by the Texas Finance Code. Under the
true daily earnings method, the Finance Charge will be gured by ap-
plying the daily rate to the unpaid portion of the Amount Financed for
the number of days the unpaid portion of the Amount Financed is out-
standing. The daily rate is 1/365th of the Annual Percentage Rate. The
unpaid portion of the Amount Financed does not include late charges
or return check charges."
(II) If a retail seller requires a retail buyer to pur-
chase credit life or credit accident and health insurance and the sales tax
is not deferred, the contract rate disclosure should read: "The contract
rate is _____%. This contract rate may not be the same as the Annual
Percentage Rate. You will gure the Finance Charge by applying the
true daily earnings method as dened by the Texas Finance Code to the
unpaid portion of the principal balance. The daily rate is 1/365th of the
contract rate. The unpaid principal balance does not include the late
charges or returned check charges."
(ii) Deferred sales tax: If a retail seller requires a re-
tail buyer to purchase credit life or credit accident and health insurance
and the sales tax is deferred, the contract rate disclosure should read:
"The contract rate is _____%. This contract rate may not be the same
as the Annual Percentage Rate. You will gure the Finance Charge
by applying the true daily earnings method as dened by the Texas Fi-
nance Code to the unpaid portion of the principal balance subject to a
Finance Charge. The daily rate is 1/365th of the contract rate. The un-
paid principal balance subject to a nance charge does not include the
late charges, sales tax, or returned check charges."
(C) Scheduled installment earnings method:
(i) Sales tax advance: At the creditor’s option a
creditor may choose one of the following model clauses regarding
sales tax advance.
(I) "You gure the Finance Charge using the
scheduled installment earnings method as dened by the Texas Fi-
nance Code. Under the scheduled installment earnings method, the
Finance Charge is gured by applying the daily rate to the unpaid
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portion of the Amount Financed as if each payment will be made on
its scheduled payment date. The daily rate is 1/365th of the Annual
Percentage Rate. The unpaid portion of the Amount Financed does
not include late charges or return check charges."
(II) If a retail seller requires a retail buyer to pur-
chase credit life or credit accident and health insurance and the sales tax
is not deferred, the contract rate disclosure should read: "The contract
rate is _____%. This contract rate may not be the same as the An-
nual Percentage Rate. You will gure the Finance Charge by applying
the scheduled installment earnings method as dened by the Texas Fi-
nance Code to the unpaid portion of the principal balance. You based
the Finance Charge, Total of Payments, and Total Sale Price as if all
payments were made as scheduled. The unpaid principal balance does
not include the late charges or returned check charges."
(ii) Deferred sales tax: If a retail seller requires a re-
tail buyer to purchase credit life or credit accident and health insurance
and the sales tax is deferred, the contract rate disclosure should read:
"The contract rate is _____%. This contract rate may not be the same as
the Annual Percentage Rate. You gured the Finance Charge by apply-
ing the scheduled installment earnings method as dened by the Texas
Finance Code to the unpaid portion of the principal balance subject to
a Finance Charge. You based the Finance Charge, Total of Payments,
and Total Sale Price as if all payments were made as scheduled. The
unpaid principal balance subject to a Finance Charge does not include
the late charges, sales tax, or returned check charges."
(17) Consumer warning. The following notices satisfy the
requirements of Texas Finance Code §348.102(d) if printed in at least
ten-point type that is boldfaced, capitalized, underlined, or otherwise
set out from surrounding written material so as to be conspicuous.
(A) For Contracts Using the Sum of the Periodic Bal-
ances Method (Rule of 78s) or the Scheduled Installment Earnings
Method. The notice may read:
(i) "NOTICE TO THE BUYER--I WILL NOT
SIGN THIS CONTRACT BEFORE I READ IT OR IF IT CON-
TAINS ANY BLANK SPACES. I AM ENTITLED TO A COPY OF
THE CONTRACT I SIGN. UNDER THE LAW, I HAVE THE RIGHT
TO PAY OFF IN ADVANCE ALL THAT I OWE AND UNDER
CERTAIN CONDITIONS MAY OBTAIN A PARTIAL REFUND OF
THE FINANCE CHARGE. I WILL KEEP THIS CONTRACT TO
PROTECT MY LEGAL RIGHTS." or
(ii) "NOTICE TO THE BUYER--THE BUYER
SHOULD NOT SIGN THIS CONTRACT BEFORE READING IT
OR IF IT CONTAINS ANY BLANK SPACES. THE BUYER IS EN-
TITLED TO A COPY OF THE SIGNED CONTRACT. UNDER THE
LAW, THE BUYER HAS THE RIGHT TO PAY OFF IN ADVANCE
ALL THAT THE BUYER OWES AND UNDER CERTAIN CONDI-
TIONS MAY OBTAIN A PARTIAL REFUND OF THE FINANCE
CHARGE. THE BUYER SHOULD KEEP THIS CONTRACT TO
PROTECT ITS LEGAL RIGHTS."
(B) For contracts using the true daily earnings method.
The notice may read: "NOTICE TO THE BUYER--I WILL NOT
SIGN THIS CONTRACT BEFORE I READ IT OR IF IT CONTAINS
ANY BLANK SPACES. I AM ENTITLED TO A COPY OF THE
CONTRACT I SIGN. UNDER THE LAW, I HAVE THE RIGHT TO
PAY OFF IN ADVANCE ALL THAT I OWE AND UNDER CER-
TAIN CONDITIONS MAY SAVE A PORTION OF THE FINANCE
CHARGE. I WILL KEEP THIS CONTRACT TO PROTECT MY LE-
GAL RIGHTS."
(18) Buyer’s acknowledgment of contract receipt.
(A) The following acknowledgments conform to the re-
quirements of Texas Finance Code §348.112 if they appear directly
above the place for the buyer’s signature in at least ten-point type that is
boldfaced, capitalized, underlined, or otherwise set out from surround-
ing written material so as to be conspicuous. A creditor may choose
the most appropriate option:
(i) If the buyer’s signature is dated. If this clause
is chosen, the copy must be mailed within a reasonable period of
time. A reasonable period of time would ordinarily be three days,
excluding Sundays and holidays. The model acknowledgement may
read: "I AGREE TO THE TERMS OF THIS CONTRACT. WHEN
I SIGN THE CONTRACT, I WILL RECEIVE THE COMPLETED
CONTRACT. IF NOT, I UNDERSTAND THAT A COPY WILL BE
MAILED TO ME WITHIN A REASONABLE TIME."
(ii) If the buyer’s signature is not dated. The model
acknowledgment may read: "I AGREE TO THE TERMS OF THIS
CONTRACT. I CONFIRM THAT BEFORE I SIGNED THIS CON-
TRACT, YOU GAVE IT TO ME, AND I WAS FREE TO TAKE IT
AND REVIEW IT. I RECEIVED THE COMPLETED CONTRACT
ON ___________ (MO.) (DAY) (YR.)."
(iii) If the buyer’s signature is not dated. If this
clause is chosen, the copy must be mailed within a reasonable period
of time. The model acknowledgment may read: "I SIGNED THIS
CONTRACT ON _________ AND A COPY WILL BE MAILED TO
ME WITHIN A REASONABLE TIME."
(iv) If the buyer’s signature is not dated but the con-
tract contains the date of the transaction. The model acknowledge-
ment may read: "I AGREE TO THE TERMS OF THIS CONTRACT
AND ACKNOWLEDGE RECEIPT OF A COMPLETED COPY OF
IT. I CONFIRM THAT BEFORE I SIGNED THIS CONTRACT, YOU
GAVE IT TO ME, AND I WAS FREE TO TAKE IT AND REVIEW
IT."
(B) Acceptance of contract receipt. The model clause
regarding acceptance of contract receipt reads:
Figure: 7 TAC §84.209(18)(B)
(19) Consumer credit commissioner notice. The follow-
ing notice satises the requirements of Texas Finance Code §14.104
and §1.901 of this title relating to Consumer Notications. The tele-
phone number of the retail seller, creditor, or holder may be printed
in conjunction with the name and address of the retail seller, credi-
tor, or holder elsewhere on the contract or agreement provided the no-
tice required by Texas Finance Code §14.104 is amended to direct the
reader’s attention to the area of the contract where the telephone num-
ber may be found. The consumer credit commissioner notice reads:
"To contact (insert authorized business name of retail seller, creditor or
holder as appropriate) about this account, call (insert telephone num-
ber of retail seller, creditor, or holder as appropriate). This contract
is subject in whole or in part to Texas law which is enforced by the
Consumer Credit Commissioner, 2601 N. Lamar Blvd., Austin, Texas
78705-4207; (800) 538-1579; (512) 936-7600, and can be contacted
relative to any inquiries or complaints."
(20) Finance charge refund method. If a contract uses the
nance charge refunding method of the sum of the periodic balances or
the scheduled installment earnings method, the nance charge refund
provision reads: "If I prepay in full, I may be entitled to a refund of
part of the Finance Charge." On contracts using the true daily earnings
method, this Finance Charge Refund provision should not be disclosed
because it is not applicable.
(A) Contracts using the sum of the periodic balances
method.
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(i) Name of the method. The model clause to iden-
tify the method of refunding nance charge reads: "You will gure
the Finance Charge refund by using the sum of the periodic balances
method as dened by the Texas Finance Commission rule."
(ii) Optional description of the method. The cred-
itor may include the following additional description of the method.
The model clause reads: "You will gure the Finance Charge refund
using the sum of the periodic balances method as dened by the Texas
Finance Commission rule. The Finance Charge Refund will be com-
puted upon the entire Finance Charge minus the Acquisition Cost. I
will not get a refund if it is less than $1.00."
(iii) At the creditor’s option, a contract for a heavy
commercial vehicle, as dened in the Texas Finance Code, may include
the following description of the method. The model clause reads: "You
will gure the Finance Charge refund using the sum of the periodic bal-
ances method as dened by the Texas Finance Commission rule. The
Finance Charge refund will be computed based upon the entire Finance
Charge calculated using the sum of the periodic balances method. Then
you will subtract the Acquisition Cost from that amount. I will not get
a refund if it is less than $1.00."
(B) Contracts using the scheduled installment earnings
method.
(i) Name of the method. The model clause to iden-
tify the method of refunding nance charge reads: "You will gure the
Finance Charge refund by the scheduled installment earnings method
as dened by the Texas Finance Commission rule."
(ii) Optional description of the method. The creditor
may include the following additional description of the method: "You
will gure my refund by deducting earned nance charges from the Fi-
nance Charge. You will gure earned nance charges by applying a
daily rate to the unpaid principal balance as if I paid all my payments
on the date due. If I prepay between payment due dates, you will gure
earned nance charges for the partial payment period. You do this by
counting the number of days from the due date of the prior payment
through the date I prepay. You then multiply that number of days times
the daily rate. The daily rate is 1/365th of the Annual Percentage Rate.
You will also add the acquisition cost of $25 (or $150 for a heavy com-
mercial vehicle) to the earned nance charge. I will not get a refund if
it is less than $1.00."
(C) Flexible contract forms designed to accommodate
alternative methods. Creditors may use a exible contract form with
alternative earnings methods, so long as the method used on a partic-
ular contract is permissible for that contract. The following illustrates
one way that this may be done: "You will gure the Finance Charge
refund using the sum of the periodic balances method as dened by the
Texas Finance Commission rule if: this contract is a Regular Payment
Contract as dened by the Texas Finance Commission rule, and this
contract does not have a term greater than 61 months. If this contract
is not a Regular Payment Contract or if it has a term greater than 61
months, you will gure the Finance Charge refund using the scheduled
installment earnings method as dened by the Texas Finance Commis-
sion rule. I will not get a refund if it is less than $1.00."
(21) Application of payments. In this provision, the term
"nance charge" should not be construed to have the same meaning as
Finance Charge as dened by the Truth in Lending Act. A default or
late charge is considered to be a nance charge under Texas law; there-
fore, a default or late charge can be charged and collected as part of the
earned nance charge. At the creditor’s option the creditor may mod-
ify the application of payments language by adding "and late charges"
following the phrase "earned but unpaid nance charge." The model
clause reads:
Figure: 7 TAC §84.209(21)
(22) Effect of early and late payments. True daily earnings
method: The model clause reads: "You based the Finance Charge,
Total of Payments, and Total Sale Price as if all payments were made
as scheduled. If I do not timely make all my payments in at least the
correct amount, I will have to pay more Finance Charge and my last
payment will be more than my nal scheduled payment. If I make
scheduled payments early, my Finance Charge will be reduced (less). If
I make my scheduled payments late, my Finance Charge will increase."
(23) Interest on matured amount. The model provision for
interest on any matured amount at any rate permitted by law reads: "If I
don’t pay all I owe when the nal payment becomes due, or I do not pay
all I owe if you demand payment in full under this contract, I will pay an
interest charge on the amount that is still unpaid. That interest charge
will be the higher rate of 18% per year or the maximum rate allowed
by law, if that rate is higher. The interest charge for this amount will
begin the day after the nal payment becomes due." In this provision,
the maximum rate allowed by law refers to the rate found in Chapter
303 of the Texas Finance Code.
(24) Balloon payments. If the contract has a balloon pay-
ment, the creditor must include a provision in the contract that allows
the buyer to renance the balloon payment over time. The provision
must comply with Texas Finance Code §348.123. The model provi-
sion for dening the balloon payment reads: "A balloon payment is a
scheduled payment more than twice the amount of the average of my
scheduled payments, other than the downpayment, that are due before
the balloon payment."
(A) Paying the balloon payment. If a retail installment
contract contains a balloon payment that is the nal payment, the con-
tract must also provide the right for the retail buyer to pay the bal-
loon payment. The model provision for paying the amount of the nal
scheduled balloon payment reads: "I can pay all I owe when the bal-
loon payment is due and keep my motor vehicle."
(B) Balloon payment alternatives. If the retail install-
ment contract contains the right for a retail buyer to renance a balloon
installment, the contract provision to renance the installment must
comply with either clause (i) or (ii) of this subparagraph. A contract
under clause (ii) of this subparagraph must also contain the right of the
retail buyer to sell the motor vehicle back to holder or retail seller.
(i) The model clause to describe a buyer’s right to re-
nance a balloon installment under Texas Finance Code §348.123(a),
when applicable reads: "If I buy the motor vehicle primarily for per-
sonal, family, or household use, I can enter into a new written agree-
ment to renance the balloon payment when due without a renancing
fee. If I renance the balloon payment, my periodic payments will not
be larger or more often than the payments in this contract. The annual
percentage rate in the new agreement will not be more than the An-
nual Percentage Rate in this contract. This provision does not apply
if my Payment Schedule has been adjusted to my seasonal or irregular
income."
(ii) If the contract contains a balloon payment and
the seller intends Texas Finance Code §348.123(b)(5) to apply to the
contract:
(I) Special right to renance balloon payment
under Texas Finance Code §348.123(b)(5)(B)(iii). "I can enter into a
new agreement to renance my last installment if I am not in default.
I can renance at an annual percentage rate up to 5 points greater than
the Annual Percentage Rate shown in this contract. The rate will not be
more than applicable law allows. The new agreement will allow me to
renance the last installment for at least 24 months with equal monthly
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payments. You and I can also agree to renance the last installment
over another time period or on a different payment schedule."
(II) If the contract includes a balloon payment,
the creditor must draft a provision addressing the repurchase option.
(25) Agreement to keep the motor vehicle insured. The
model clause regarding agreement to keep the motor vehicle insured
reads: "I agree to have physical damage insurance covering loss or
damage to the motor vehicle for the term of this contract. The insur-
ance must cover your interest in the vehicle." The creditor may include
the following optional provision: "The insurance must include colli-
sion coverage and either comprehensive or re, theft, and combined
additional coverage."
(26) Your right to purchase required insurance if I fail to
keep the motor vehicle insured. The model clause regarding agree-
ment to allow creditor to purchase required insurance if buyer fails to
keep the motor vehicle insured reads: "If I fail to give you proof that
I have insurance, you may buy physical damage insurance. You may
buy insurance that covers my interest and your interest in the motor
vehicle, or you may buy insurance that covers your interest only. I will
pay the premium for the insurance and a nance charge at the contract
rate. If you obtain collateral protection insurance, you will mail notice
to my last known address shown in your le."
(27) Physical damage insurance proceeds. The model
clause regarding physical damage insurance proceeds reads: "I must
use physical damage insurance proceeds to repair the motor vehicle,
unless you agree otherwise in writing. However, if the motor vehicle
is a total loss, I must use the insurance proceeds to pay what I owe
you. I agree that you can use any proceeds from insurance to repair
the motor vehicle, or you may reduce what I owe under this contract.
If you apply insurance proceeds to the amount I owe, they will be
applied to my payments in the reverse order of when they are due. If
my insurance on the motor vehicle or credit insurance doesn’t pay all I
owe, I must pay what is still owed. Once all amounts owed under this
contract are paid, any remaining proceeds will be paid to me."
(28) Returned insurance premiums and service contract
charges. The contract may authorize a creditor to apply charges
returned to the creditor for canceled insurance, service contract,
and extended warranty charges to the buyer’s obligation under the
agreement as permitted by law, regardless of whether or not the buyer
is in default under the contract.
(A) The model clause for contracts using the true daily
earnings method reads: "If you get a refund on insurance or service
contracts, or other contracts included in the cash price, you will subtract
it from what I owe. Once all amounts owed under this contract are paid,
any remaining refunds will be paid to me."
(B) For contracts using the scheduled installment earn-
ings or sum of the periodic balances method, the creditor may substi-
tute the following: "If you get a refund of insurance or service contract
charges, you will apply it and the unearned nance charges on it in
the reverse order of the payments to as many of my payments as it will
cover. Once all amounts owed under this contract are paid, any remain-
ing refunds will be paid to me."
(29) Application of credits. The model clause regarding
application of credits reads: "Any credit that reduces my debt will ap-
ply to my payments in the reverse order of when they are due, unless
you decide to apply it to another part of my debt. The amount of the
credit and all nance charge or interest on the credit will be applied to
my payments in the reverse order of my payments."
(30) Transfer of rights. The seller does not have a duty to
disclose the terms on which a contract or a balance under a contract
is acquired, including any discount or difference between the rates,
charges, or balance under the contract and the rates, charges, or balance
acquired as provided by Texas Finance Code, §348.301. The model
clause regarding transfer of rights reads: "You may transfer this con-
tract to another person. That person will then have all your rights, priv-
ileges, and remedies."
(31) Grant of a security interest in collateral. The model
clause regarding a description of a security interest granted in a typical
motor vehicle installment sale reads:
Figure: 7 TAC §84.209(31)
(32) Agreements regarding the use and transfer of the mo-
tor vehicle. The contract may contain a provision prohibiting a buyer
from transferring any interest in the motor vehicle without the cred-
itor’s written permission, requiring the buyer to notify the seller of
change of address, or prohibiting the removal of the motor vehicle
from Texas. The transfer fee limitation establishes the maximum fee
that a creditor could contract for, charge, or collect for transferring the
buyer’s equity in the motor vehicle to another party. If desired, a cred-
itor could amend the model provision to reect a lower transfer fee
amount. The model clause regarding agreements regarding the use and
transfer of the motor vehicle reads: "I will not sell or transfer the mo-
tor vehicle without your written permission. If I do sell or transfer the
motor vehicle, this will not release me from my obligations under this
contract, and you may charge me a transfer of equity fee of $25.00 ($50
for a heavy commercial vehicle). I will promptly tell you in writing if I
change my address or the address where I keep the motor vehicle. I will
not remove the motor vehicle (Optional: motor vehicle or other collat-
eral) from Texas for more than 30 days unless I rst get your written
permission."
(33) Care of the motor vehicle. The contract may obligate
the buyer to keep the motor vehicle free of liens and encumbrances,
require the buyer to keep the motor vehicle in good working order and
repair, or prohibit the buyer from allowing the motor vehicle to be ex-
posed to seizure, conscation, or other involuntary transfer. The model
clause regarding care of the motor vehicle reads: "I agree to keep the
motor vehicle free from all liens, and claims except those that secure
this contract. I will timely pay all taxes, nes, or charges pertaining
to the motor vehicle. I will keep the motor vehicle in good repair. I
will not allow the motor vehicle to be seized or placed in jeopardy or
use it illegally. I must pay all I owe even if the motor vehicle is lost,
damaged or destroyed. If a third party takes a lien or claim against or
possession of the motor vehicle, you may pay the third party any cost
required to free the motor vehicle from all liens or claims. You may
immediately demand that I pay you the amount paid to the third party
for the motor vehicle. If I do not pay this amount, you may repossess
the motor vehicle and add that amount to the amount I owe. If you do
not repossess the motor vehicle, you may still demand that I pay you,
but you cannot compute a nance charge on this amount."
(34) Default rights and repossession provisions. This sub-
section details agreements allowing acceleration of the buyer’s obli-
gation upon the buyer’s default or upon the creditor’s determination
of insecurity as permitted by Business and Commerce Code, §1.309.
The following provisions are samples of model clauses of some of the
default rights and remedies of a creditor in a typical motor vehicle in-
stallment sale transaction:
(A) Acceleration and default. The model clause regard-
ing acceleration and default reads:
Figure: 7 TAC §84.209(34)(A)
(B) Late charge. The model clause regarding late
charge reads: "I will pay you a late charge as agreed to in this contract
when it accrues."
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(C) Repossession. At the creditor’s option a creditor
may choose one of the following model provisions pertaining to repos-
session. The model clauses regarding repossession read:
(i) "If I default, you may repossess the motor vehicle
from me if you do so peacefully. If any personal items are in the motor
vehicle, you can store them for me and give me written notice at my
last address shown on your records within 15 days of discovering that
you have my personal items. If I do not ask for these items back within
31 days from the day you mail or deliver the notice to me, you may
dispose of them as applicable law allows. Any accessory, equipment,
or replacement part stays with the motor vehicle." In this provision, the
term "peacefully" is intended to have the same meaning as "without
breaching the peace," as determined by the Texas courts, and as found
under clause (ii) of this subparagraph.
(ii) "If I default, you may repossess the motor vehi-
cle from me if you do so without breaching the peace. If any personal
items are in the motor vehicle, you can store them for me and give me
written notice at my last address shown on your records within 15 days
of discovering that you have my personal items. If I do not ask for these
items back within 31 days from the day you mail or deliver the notice
to me, you may dispose of them as applicable law allows. Any acces-
sory, equipment, or replacement part stays with the motor vehicle."
(D) Buyer’s right to redeem. The model clause regard-
ing buyer’s right to redeem reads: "If you take my motor vehicle, you
will tell me how much I have to pay to get it back. If I do not pay you to
get the motor vehicle back, you can sell it or take other action allowed
by law. My right to redeem ends when the motor vehicle is sold or you
have entered into a contract for sale or accepted the collateral as full or
partial satisfaction of a contract."
(E) Disposition of motor vehicle. The model clause re-
garding disposition of motor vehicle reads: "If I don’t pay you to get
the motor vehicle back, you can sell it or take other action allowed by
law. You will send me notice at least 10 days before you sell it. You
can use the money you get from selling it to pay allowed expenses and
to reduce the amount I owe. Allowed expenses are expenses you pay
as a direct result of taking the motor vehicle, holding it, preparing it for
sale, and selling it. If any money is left, you will pay it to me unless you
must pay it to someone else. If the money from the sale is not enough
to pay all I owe, I must pay the rest of what I owe you plus interest.
If you take or sell the motor vehicle, I will give you the certicate of
title and any other document required by state law to record transfer of
title."
(F) Collection costs. The model clause regarding col-
lection costs reads: "If you hire an attorney who is not your employee
to enforce this contract, I will pay reasonable attorney’s fees and court
costs as the applicable law allows."
(G) Cancellation of optional insurance or service con-
tracts. The model clause regarding cancellation of optional insurance
or service contracts reads: "This contract may contain charges for in-
surance or service contracts or for services included in the cash price.
If I default, I agree that you can claim benets under these contracts to
the extent allowable, and terminate them to obtain refunds of unearned
charges to reduce what I owe or repair the motor vehicle."
(35) Acceleration, waiver of notice of intent to accelerate,
and notice of acceleration. A model clause regarding the holder’s
right to accelerate maturity of the contract and to waive the buyer’s or
co-buyer’s common law right to notice of intent to accelerate, notice
of acceleration, or both reads: "If I default, or you believe in good
faith that I am not going to keep any of my promises, you can demand
that I immediately pay all that I owe. You don’t have to give me notice
that you are demanding or intend to demand immediate payment of
all that I owe."
(36) Refund upon acceleration. Sum of the periodic bal-
ances method or scheduled installment earnings method: The model
clause regarding the buyer’s right to a nance charge refund upon ac-
celeration of the contract reads: "If you demand that I pay you all that
I owe, you will give me a credit of part of the Finance Charge as if I
had prepaid in full."
(37) Integration and severability. The contract may include
an integration clause indicating that the parties to the contract intend it
to be nal written expression their agreement, such as: "This contract
contains the entire agreement between you and me relating to the sale
and nancing of the motor vehicle." The contract may also include a
severability clause providing that the invalidity of any portion of the
contract does not render invalid other parts of the contract that would
otherwise be valid. The model clause regarding severability reads: "If
any part of this contract is not valid, all other parts stay valid."
(38) No waiver and limitations on creditor’s rights and
usury savings.
(A) A model clause to prevent a creditor’s delay in en-
forcing rights under the contract from affecting a waiver of those rights
reads: "If you don’t enforce your rights every time, you can still en-
force them later."
(B) A provision establishing limitations on the credi-
tor’s rights reads: "You will exercise all of your rights in a lawful way."
(C) The model clause regarding usury savings reads: "I
don’t have to pay nance charge or other amounts that are more than the
law allows. This provision prevails over all other parts of this contract
and over all your other acts."
(39) Applicable law. A model clause to establish the law
that will apply to the contract reads: "Federal and Texas law apply to
this contract."
(40) Warranty disclaimer. The disclaimer of express and
implied warranties should be set out from the surrounding text so that
the disclosure is conspicuous. A disclaimer of express and implied war-
ranties, such as the following, is permitted by Article 2, Subchapter C of
the Business and Commerce Code, and reads: "Unless the seller makes
a written warranty, or enters into a service contract within 90 days from
the date of this contract, the seller makes no warranties, express or im-
plied, on the motor vehicle, and there will be no implied warranties of
merchantability or of tness for a particular purpose. This provision
does not affect any warranties covering the motor vehicle that the mo-
tor vehicle manufacturer may provide."
(41) Preservation of consumer’s claims and defenses
notice. This notice only applies if the motor vehicle nanced in the
contract was purchased for personal, family, or household use. The
preservation of consumer’s claims and defenses notice disclosure
should be set out from the surrounding text so that the disclosure is in
all capitals, boldfaced and in at least 10-point type. The preservation
of consumer’s claims and defenses notice disclosure, as required by
the Federal Trade Commission’s preservation of consumer’s claims
and defenses notice, 16 C.F.R. §433.1 et seq., reads: "NOTICE:
ANY HOLDER OF THIS CONSUMER CREDIT CONTRACT
IS SUBJECT TO ALL CLAIMS AND DEFENSES WHICH THE
DEBTOR COULD ASSERT AGAINST THE SELLER OF GOODS
AND SERVICES OBTAINED PURSUANT HERETO OR WITH
THE PROCEEDS HEREOF. RECOVERY HEREUNDER BY THE
DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE
DEBTOR HEREUNDER. This provision applies to this contract
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only if the motor vehicle nanced in the contract was purchased for
personal, family, or household use."
(42) Used car buyer’s guide. The used car buyer’s guide
disclosure should be set out from the surrounding text so that the dis-
closure is conspicuous. The disclosure should be prefaced by the words
"In this box only, the word "you" refers to the Buyer." The used car
buyer’s guide disclosure, as required by the Federal Trade Commis-
sion’s Used Car Regulation, 16 C.F.R. §455.1 et seq., reads:
(A) "Used Car Buyer’s Guide. The information you see
on the window form for this vehicle is part of this contract. Information
on the window form overrides any contrary provisions in the contract
of sale."
(B) Spanish Translation: "Guía para compradors de ve-
hículos usados. La información que ve en el formulario de la ventanilla
para este vehículo forma parte del presente contrato. La información
del formulario de la ventanilla deja sin efecto toda disposición en con-
trario contenida en el contrato de venta."
(43) Negotiability and assignment. The disclosure of the
negotiability of the contract should be placed on the front side of the
contract and may read:
(A) "The Annual Percentage Rate may be negotiated
with the Seller. The Seller may assign this contract and retain its right
to receive a part of the Finance Charge";
(B) "The rates of this contract are negotiable. The seller
may assign or otherwise sell this contract and receive a discount or
other payment for the difference between the rate, charges, or balance";
or
(C) "A customer may obtain their own nancing. The
nance charge may be negotiable. The dealership may assign the retail
installment contract. There is no duty to disclose the terms for the
sale of this contract (e.g., price paid to retail seller to purchase retail
installment contract)."
§84.210. Permissible Changes.
(a) Creditors may make the following types of changes to the
model clauses and the model contracts and may still be eligible for the
defenses provided by Texas Finance Code, §349.101;
(1) Deleting inapplicable disclosures;
(2) Using a line for the consumer to initial, rather than a
checkbox;
(3) Adding a signature line to the insurance disclosures to
reect joint policies;
(4) Substituting another term for "buyer", "seller" or "cred-
itor" that has the same meaning, or use of pronouns such as "you", "we"
and "us" or "it;"
(5) Changing the person of the pronouns to refer to the
seller as "I" or "me" and the buyer as "you" or "your;"
(6) Substituting the word "vehicle" for the term "motor ve-
hicle;"
(7) Presenting the model clauses in any order, and combin-
ing or further segregating at the creditor’s option;
(8) Inserting descriptive headings or number provisions;
(9) Changing the case of a word if otherwise permitted by
the Texas Finance Code;
(10) Omitting references to different provisions for heavy
commercial vehicles where the creditor elects to treat buyers of heavy
commercial vehicles under the rules applicable to other vehicles;
(11) Moving provisions from one side of the form to the
other and directing the buyer to see the other side or placing all of the
provisions on the same side of the form; or
(12) Changing any provision to comply with federal law.
(b) A sample model motor vehicle retail installment contract.
Figure: 7 TAC §84.210(b)
(c) A contract may include other provisions that are not pro-
hibited by law, but the other provisions must be submitted to the Ofce
of Consumer Credit Commissioner for readability review before the
creditor includes them.
(d) Nothing in this regulation prohibits a contract from includ-
ing provisions that provide more favorable results for the buyer than
those that would result from the use of a model clause.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER C. SALES FINANCE
OPERATIONS
7 TAC §84.301, §84.302
The Finance Commission of Texas proposes new 7 TAC, Chap-
ter 84, Subchapter C, §84.301 and §84.302, concerning Motor
Vehicle Sales Finance Operations. The purpose of proposed
new 7 TAC §84.301 and §84.302 is to dene prepaid mainte-
nance agreements and contracts and outline the usage and dis-
closure of the agreements as sold in connection with motor ve-
hicles.
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC, Subchapter T, §1.1501
and §1.1502. The commission’s proposed repeal of Subchapter
T is published elsewhere in this issue of the Texas Register.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. The changes
throughout all sections consist of revisions to formatting, gram-
mar, punctuation, spelling, and other technical corrections. The
only changes made from the prior version of a rule pending re-
peal to the new rule being proposed are technical and nonsub-
stantive in nature. These rules were enacted in 2004 and are
simply being relocated so that all of the agency’s current rules
regarding motor vehicle installment sales will be moved at the
same time.
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Section 84.301 (current §1.1501) denes a prepaid maintenance
agreement and service contract.
Section 84.302 (current §1.1502) outlines the methods of dis-
closure on a retail installment sales contract for prepaid mainte-
nance agreements sold in connection with motor vehicles. Pre-
paid maintenance agreements that are required or otherwise in-
cluded with the sale of a motor vehicle must be disclosed as a
component of the cash price. Those agreements sold on a vol-
untary basis may be disclosed under two methods specied in
the rule.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules are
simply being relocated with some technical corrections. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by email to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after
the date the proposed new rules are published in the Texas
Register. At the conclusion of the 31st day after the proposed
new rules are published in the Texas Register, no further written
comments will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §348.513 grants the Finance Commission
the authority to adopt rules to enforce the motor vehicle install-
ment sales chapter.
These rules affect Texas Finance Code, Chapter 348.
§84.301. Denitions.
(a) Prepaid Maintenance Agreement--a maintenance agree-
ment as dened in §1304.004, Texas Occupations Code.
(b) Service Contract--has the meaning assigned in §1304.003,
Texas Occupations Code. Pursuant to §1304.004, Texas Occupations
Code, a prepaid maintenance agreement is a type of service contract.
§84.302. Prepaid Maintenance Agreements.
(a) If the prepaid maintenance agreement is required in con-
nection with the sale of a motor vehicle, regardless of whether the sale
is a cash sale or a credit sale, the charge for the prepaid maintenance
agreement should be disclosed or otherwise included as a component
of the cash price.
(b) If the prepaid maintenance agreement is offered as a vol-
untary purchase in connection with the credit sale of a motor vehicle,
the prepaid maintenance agreement may be disclosed:
(1) as a component of the cash price; or
(2) as an itemized charge on the retail installment sales con-
tract.
(c) At the time of the sale, the services covered by the prepaid
maintenance agreement should be reasonably expected to be delivered
during the term of the agreement.
(d) The agency may evaluate the assessed charge for a prepaid
maintenance agreement. If the agency determines that the charge is
excessive considering relevant factors, then the agency may consider
the excessive amount as nance charge. One of the relevant factors the
agency will consider is whether the assessed charge and sales represen-
tations between cash and credit transactions differ.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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CHAPTER 90. CHAPTER 342, PLAIN
LANGUAGE CONTRACT PROVISIONS
SUBCHAPTER A. GENERAL PROVISIONS
7 TAC §§90.101 - 90.105
The Finance Commission of Texas proposes new 7 TAC, Chap-
ter 90, Subchapter A, §§90.101 - 90.105, concerning plain lan-
guage contract provisions for Texas Finance Code, Chapter 342
transactions. The new rules contained in 7 TAC §§90.101 -
90.105 outline general provisions applicable to all plain language
contracts under Chapter 342, including denitions, the relation-
ship with federal law, format, procedures for ling non-standard
contracts, and the complaints and inquiries notice that lenders
must provide to consumers.
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to
the rules pending repeal, as found in 7 TAC, Subchapter Q,
§§1.1203, 1.1204, and 1.1212. The commission’s proposed
repeal of Subchapter Q is published elsewhere in this issue of
the Texas Register. In addition, the agency is also proposing
the repeal and relocation of the language currently contained
in 7 TAC §1.841 and §1.845, as the agency believes these two
rules relate to Chapter 342 plain language contract provisions
and are more appropriately included within new Chapter 90,
Subchapter A.
In general, the purpose of §§90.101 - 90.105 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts contained in new Chapter 90 is optional. How-
ever, should a lender choose not to use the model contracts,
contracts must be submitted to the agency in accordance with
the provisions of 7 TAC §90.104.
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The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature.
Section 90.101 (current §1.1203) provides denitions in order to
ensure consistent treatment and application of dened terms.
Section 90.102 (current §1.1212) explains the relationship of fed-
eral law to the state requirements. The section describes how
any conicts or inconsistencies shall be resolved. Please note
that current §§1.1202, 1.1212, 1.1222, 1.1232, and 1.1242 have
all been consolidated into new §90.102.
Section 90.103 (current §1.1204) details the required format,
typeface, and font for model plain language Chapter 342 con-
tracts. The requirements are necessary to ensure that the con-
tract will be easy for consumers to read and understand. Please
note that current §§1.1204, 1.1214, 1.1224, 1.1234, and 1.1244
have all been consolidated into new §90.103.
Section 90.104 (current §1.841) provides the procedures for
lenders to submit non-standard contract submissions to the
agency.
Section 90.105 (current §1.845) outlines the complaints and in-
quiries notice that lenders must provide to consumers.
These rules relate to model clauses and model contracts, but li-
censees are not required to adopt the model language contained
in the rules of new Chapter 90. However, for those licensees
utilizing the model contracts, the prior model language is ac-
ceptable and the agency will permit licensees to use the prior
model language (without a non-standard contract submission)
until September 15, 2007, to deplete supplies of existing forms
during a transition period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ters E, F, and G.
§90.101. Denitions.
The following words and terms, when used in this chapter, have the
following meanings, unless the context clearly indicates otherwise:
(1) Acquisition Charge--a nance charge assessed for mak-
ing the loan as authorized under Texas Finance Code, §342.252.
(2) Borrower--the person or persons who sign the loan
agreement.
(3) Collateral--an interest in personal property which
serves to secure the payment or performance of an obligation. See
"Security."
(4) Deferment--an additional period of time beyond a due
date for the borrower to make a payment or payments; also known as
"Extension."
(5) Installment Account Handling Charge--a nance
charge assessed on the loan as authorized under Texas Finance Code,
§342.252.
(6) Prepayment--any whole or partial payment of an
amount equal to one or more full installments made by the borrower
prior to the date the payment is due.
(7) Security--an interest in personal property which serves
to secure the payment or performance of an obligation. See "Collat-
eral."
§90.102. Relationship with Federal Law.
In the event of an inconsistency or conict between the disclosure or
notice requirements in these provisions and any current or future fed-
eral law, regulation, or interpretation, the requirements of the federal
law, regulation, or interpretation will control to the extent of the incon-
sistency. The remainder of the contract will remain in full force and
effect. Use of the Federal Reserve Board’s promulgated model forms
complies with the Truth in Lending requirements of this chapter.
§90.103. Format.
(a) Plain language contracts must be printed in an easily read-
able font and type size pursuant to Texas Finance Code §341.502(a).
If other state or federal law requires a different type size for a specic
disclosure or contractual provision, the type size specied by the other
law should be used.
(b) The text of the document must be set in an easily readable
typeface. Typefaces considered to be readable include: Times, Scala,
Caslon, Century Schoolbook, Helvetica, Arial, and Garamond.
(c) Titles, headings, subheadings, captions, and illustrative or
explanatory tables or sidebars may be used to distinguish between dif-
ferent levels of information or provide emphasis.
(d) Typeface size is referred to in points. Because different
typefaces in the same point size are not of equal size, typeface is not
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strictly dened but is expressed as a minimum size in the Times type-
face for visual comparative purposes. Use of a larger typeface is en-
couraged. The typeface for the federal disclosure box or other dis-
closures required under federal law must be legible, but no minimum
typeface is required. Generally, the typeface for the remainder of the
contract must be at least as large as 8 point in the Times typeface.
§90.104. Non-Standard Contract Filing Procedures.
(a) Non-standard contracts. A non-standard contract is a con-
tract that does not use the model contract provisions. Non-standard
contracts submitted in compliance with the provisions of §341.502(c)
will be reviewed to determine that the contract is written in plain lan-
guage. Non-standard contracts submitted for review may gain certain
protections under the provisions of §341.502.
(b) Certication of readability. Contract lings subject to this
subchapter must be accompanied by a certication signed by an of-
cer of the creditor or the entity submitting the form on behalf of the
creditor. The certication must state that the contract is written in plain
language (i.e., that the contract can be easily understood by the average
consumer). The certication must also state that the contract is printed
in an easily readable font and type size.
(c) Filing requirements. Contract lings must be identied as
to the transaction type. Contract lings must be submitted on paper
that is suitable for permanent record storage and imaging. Handwritten
forms or handwritten corrections will not be accepted. In addition to
the paper submission, the licensee must also submit the contract lings
in an electronic version. The electronic version must be submitted in a
Corel WordPerfect (.wpd), MS Word (.doc), or a text (.txt) format.
(d) Contact person. One person shall be designated as the con-
tact person for each ling submitted. Each submission should provide
the name, address, phone number, and fax number, if available, of the
contact person for that ling. If the contracts are submitted by anyone
other than the company itself, the contracts must be accompanied by a
dated letter which contains a description of the anticipated users of the
contracts and designates the legal counsel or other designated contact
person for that ling.
§90.105. Complaints and Inquiries Notice.
(a) Denitions. "Privacy notice" means any notice that a
lender gives regarding a consumer’s right to privacy as required by a
specic state or federal law.
(b) Required notice.
(1) The following notice must be given to let consumers
know how to le complaints: "The (your name) is (licensed and ex-
amined or registered) under the laws of the State of Texas and by state
law is subject to regulatory oversight by the Ofce of Consumer Credit
Commissioner. Any consumer wishing to le a complaint against the
(your name) should contact the Ofce of Consumer Credit Commis-
sioner through one of the means indicated below: In Person or U.S.
Mail: 2601 North Lamar Boulevard, Austin, Texas 78705-4207. Tele-
phone No.: (800) 538-1579. Fax No.: (512) 936-7610. E-mail: con-
sumer.complaints@occc.state.tx.us. Website: www.occc.state.tx.us."
(2) The required notice must be given in the language in
which a transaction is conducted.
(3) The required notice must be included with each privacy
notice.
(4) Regardless of whether any state or federal law requires
the lender to give privacy notices, the lender must take appropriate steps
to let consumers know how to le complaints by giving the required
notice in compliance with paragraph (1) of this subsection.
(5) In addition to the notice required to be included on each
privacy notice, a notice is also required on each contract of a licensed
lender pursuant to §14.104, Texas Finance Code.
(A) The text of the notice required by paragraph (1) of
this subsection is acceptable to meet this requirement; or
(B) A lender may use the following notice: "This lender
is licensed and examined by the State of Texas--Ofce of Consumer
Credit Commissioner. Call the Consumer Credit Hotline or write for
credit information or assistance with credit problems. Ofce of Con-
sumer Credit Commissioner, 2601 North Lamar Boulevard, Austin,
Texas 78705-4207, (512) 936-7600 - (800) 538-1579."
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER B. SECURED CONSUMER
INSTALLMENT LOANS (SUBCHAPTER E)
7 TAC §§90.201 - 90.204
The Finance Commission of Texas proposes new 7 TAC Chapter
90, Subchapter B, §§90.201 - 90.204, concerning plain language
contract provisions for Texas Finance Code, Chapter 342 trans-
actions. The new rules contained in 7 TAC §§90.201 - 90.204
outline model plain language provisions for secured consumer
installment loans (Subchapter E).
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC Subchapter Q, §1.1211
and §§1.1215 - 1.1217. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
In general, the purpose of §§90.201 - 90.204 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts is optional. However, should a lender choose
not to use the model contracts, contracts must be submitted to
the agency in accordance with the provisions of 7 TAC §90.104.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
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the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
New 7 TAC §§90.201 - 90.204 include plain language contract
provisions, disclosures, model clauses, permissible changes,
and model contracts for Chapter 342, Subchapter E transac-
tions.
Section 90.201 (current §1.1211) outlines the purpose of new
Subchapter B, which is to provide model plain language for se-
cured consumer installment loans (Chapter 342, Subchapter E).
Section 90.202 (current §1.1215) identies the types of provi-
sions that may be included in a Subchapter E contract.
Section 90.203 (current §1.1216) contains the model clauses.
These clauses are the agency’s interpretation of a plain lan-
guage version of typical Subchapter E contract provisions.
Section 90.203(b)(21) concerning nal agreement and modi-
cations in writing has been revised in order clarify the model
language with respect to the prohibition of modication by
oral agreement. The corresponding gures contained in
§90.204(a)(7) and (8) have also been revised to reect this
change (see §90.204 below).
Section 90.204 (current §1.1217) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides licensees with exibility in us-
ing a model contract and includes gures containing entire plain
language model contracts for Subchapter E transactions.
The model contracts contained in §90.204(a)(7) and (8) have
been revised to reect a clarication concerning the prohibition
of modication by oral agreement (see §90.203 above).
Because these rules provide model clauses and model con-
tracts, licensees are not required to adopt the model language
contained in the rules. However, for those licensees utilizing the
model contracts, the prior model language is acceptable and
the agency will permit licensees to use the prior model language
(without a non-standard contract submission) until September
15, 2007, to deplete supplies of existing forms during a transition
period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
However, should a licensee decide to modify its contract forms
based on the revisions to the model contracts, additional eco-
nomic costs may be incurred as a consequence of §§90.201 -
90.204. The potential additional costs resulting from a licensee’s
decision to implement the revised model language are limited to
costs associated with copying a contract and costs attributable
to loss of obsolete forms in inventory. Potential additional copy
costs are estimated to be approximately $0.30 - $0.40 per con-
tract. There would be no adverse effect on small businesses as
compared to the effect on large businesses for those licensees
choosing to modify their contracts.
Some licensees who use or lease specialized computer soft-
ware programs for their loan business may experience some
additional costs. These costs are impossible to predict. The
agency has attempted to lessen these costs by providing the
software programmers with the text of the contracts. Whether
programmers will use the adopted form or submit non-standard
contracts for review is not predictable. Whether the program-
mers will charge an additional fee for a contract they do not have
to draft is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ter E.
§90.201. Purpose.
(a) The purpose of the rules contained in this subchapter is to
provide a model plain language contract in English for Texas Finance
Code, Chapter 342, Subchapter E transactions. The establishment of
model provisions for these transactions will encourage use of simpli-
ed wording that will ultimately benet consumers by making these
contracts easier to understand. The use of the "plain language" model
contract by a licensee is not mandatory. The licensee, however, may not
use a contract other than a model contract unless the licensee has sub-
mitted the contract to the commissioner in compliance with §90.104
of this title. The commissioner shall issue an order disapproving the
contract if the commissioner determines the contract does not comply
with this section or rules adopted under this section. A licensee may
not claim the commissioner’s failure to disapprove a contract consti-
tutes an approval.
(b) The provisions in this subchapter are intended to constitute
a complete plain language Chapter 342, Subchapter E contract; how-
ever, a licensee is not limited to the contract provisions addressed by
these rules.
§90.202. Contract Provisions.
A Chapter 342, Subchapter E contract may include, but is not limited
to, the following contract provisions to the extent not prohibited by law
or regulation. If the licensee desires to exercise its rights under one of
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the following provisions, it must include the provision in the contract.
A licensee who does not desire to apply a provision is not required
to include it in the contract. For example, if a licensee does not take
a security interest in the borrower’s personal property, the provisions
addressing security interests are not required. A licensee may also ex-
clude non-relevant portions of a model clause. For example, a licensee
who does not routinely nance certain insurance coverages may omit
those non-applicable portions of the model clause. A Chapter 342, Sub-
chapter E contract may contain the following provisions:
(1) Identication of the parties, including the name and ad-
dress of each party;
(2) A Truth in Lending Act (TILA) disclosure box;
(3) An Itemization of Amount Financed box;
(4) A denitions section specifying the pronouns that des-
ignate the borrower and the lender;
(5) A promise to pay;
(6) A late charge provision;
(7) A provision for after maturity interest;
(8) A provision specifying that prepayment is permitted;
(9) A provision specifying the nance charge earnings and
refund method;
(10) A provision authorizing deferments;
(11) A provision contracting for a fee for a dishonored
check;
(12) A provision specifying the conditions causing default;
(13) A provision relating to property insurance;
(14) A provision relating to credit insurance;
(15) A provision regarding the mailing of notices to the
borrower;
(16) Statement of truthful information;
(17) A waiver of notice of intent to accelerate and waiver
of notice of acceleration;
(18) A provision expressing no waiver of the licensee’s
rights;
(19) A collection expense clause;
(20) A clause providing for joint liability;
(21) A usury savings clause;
(22) A provision stating that if any part of the contract is
declared invalid, the rest of the contract remains valid; and
(23) Complaints and inquiries notice.
§90.203. Model Clauses.
(a) Generally. These model clauses are the plain language ren-
dition of contract clauses that have typically been stated in technical
legal terms. Nothing in this regulation prohibits a contract from in-
cluding provisions that provide more favorable results for the borrower
than those that would result from the use of a model clause.
(b) For a Chapter 342, Subchapter E secured consumer install-
ment loan contract:
(1) The model clauses refer to the Borrower as "I" or "me."
The Lender is referred to as "you" or "your."
(2) Itemization of Amount Financed box. Two model
clauses for the itemization of amount nanced are presented in this
paragraph. One is for use when the licensee nances an administrative
fee. The other is for use when the administrative fee is paid in cash
by the borrower. A licensee may delete portions applicable to any
insurance premiums that are not nanced and may also delete other
inapplicable portions. The model clause options itemizing the amount
nanced read:
(A) For use when the administrative fee is nanced:
Figure: 7 TAC §90.203(b)(2)(A)
(B) For use when the administrative fee is paid in cash:
Figure: 7 TAC §90.203(b)(2)(B)
(3) Promise to pay. The model clause for the borrower’s
promise to pay reads:
(A) For contracts using the scheduled installment earn-
ings method: "I promise to pay the Total of Payments to the order of
you, the Lender. I will make the payments at your address above. I
will make the payments on the dates and in the amounts shown in the
Payment Schedule."
(B) For contracts using the true daily earnings method:
"I promise to pay the cash advance plus the accrued interest to the order
of you, the Lender. I will make the payments at your address above. I
will make the payments on the dates and in the amounts shown in the
Payment Schedule."
(4) Late charge. At the lender’s option, the late charge pro-
vision may be made applicable to loans with more than one installment.
Alternatively, a lender may omit the late charge provision for loans with
a single repayment. The late charge model clause reads: "If I don’t pay
all of a payment within 10 days after it is due, you can charge me a late
charge. The late charge will be 5% of the scheduled payment."
(5) After maturity interest. The after maturity interest
model clause reads: "If I don’t pay all I owe when the nal payment
becomes due, I will pay interest on the amount that is still unpaid.
That interest will be the higher rate of 18% per year or the maximum
rate allowed by law. That interest will begin the day after the nal
payment becomes due."
(6) Prepayment clause. The model prepayment clause op-
tions read:
(A) For contracts using the scheduled installment earn-
ings method: "I can make a whole payment early. Unless you agree
otherwise in writing, I may not skip payments. If I make a payment
early, my next payment will still be due as scheduled."
(B) For contracts using the true daily earnings method:
"I can make any payment early. Unless you agree otherwise in writing,
I may not skip payments. If I make a payment early, my next payment
will still be due as scheduled."
(7) Finance charge earnings and refund method. The
model nance charge earnings and refund method clause options read:
(A) For contracts using the scheduled installment earn-
ings method, Texas Finance Code §342.201(a):
Figure: 7 TAC §90.203(b)(7)(A)
(B) For contracts using the scheduled installment earn-
ings method, Texas Finance Code §342.201(d): "The annual rate of
interest is ___%. This interest rate may not be the same as the An-
nual Percentage Rate. You gure the Finance Charge by applying the
scheduled installment earnings method as dened by the Texas Finance
Code to the unpaid cash advance. The unpaid cash advance does not in-
clude the administrative fee, late charges, and returned check charges.
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If I prepay my loan in full before the nal payment is due, I may save
a portion of the Finance Charge. I will not get a refund if the refund
would be less than $1.00. You base the Finance Charge and Total of
Payments as if I will make each payment on the day it is due. My nal
payment may be larger or smaller than my regular payment."
(C) For contracts using the scheduled installment earn-
ings method, Texas Finance Code §342.201(e):
Figure: 7 TAC §90.203(b)(7)(C)
(D) For contracts using the true daily earnings method,
Texas Finance Code §342.201(d): "The annual rate of interest is
_____%. This interest rate may not be the same as the Annual Percent-
age Rate. You gure the Finance Charge by applying the true daily
earnings method as dened by the Texas Finance Code to the unpaid
portion of the cash advance. You base the Finance Charge and Total
of Payments as if I will make each payment on the day it is due. You
will apply payments on the date they are received. This may result in
a different Finance Charge or Total of Payments. My nal payment
may be larger or smaller than my regular payment."
(E) For contracts using the true daily earnings method,
Texas Finance Code §342.201(e):
Figure: 7 TAC §90.203(b)(7)(E)
(8) Deferment clause. The deferment model clause reads:
(A) "If I ask for more time to make any payment and
you agree, I will pay more interest to extend the payment. The extra
interest will be gured under the Finance Commission rules."
(B) Optional language for unilateral deferment(s):
"You may extend one or more of my payments without my permission.
You have to wait six months to do it again."
(9) Fee for dishonored check clause. The model clause
species the maximum allowable dishonored check fee. An authorized
lender may always choose a lesser amount. The fee for dishonored
check model clause reads: "I agree to pay you a fee of up to $30 for a
returned check. You can add the fee to the amount I owe or collect it
separately."
(10) Default clause. The model default clause reads: "I
will be in default if: I do not timely make a payment; I break any
promise I made in this agreement; I allow a judgment to be entered
against me or the collateral; I sell, lease, or dispose of the collateral;
I use the collateral for an illegal purpose; or you believe in good faith
that I am not going to keep any of my promises. If there is more than
one Borrower, each Borrower agrees to keep all of the promises in the
loan documents."
(11) Property insurance disclosure box. The model provi-
sion for the disclosure of property insurance reads:
Figure: 7 TAC §90.203(b)(11)
(12) Credit insurance disclosure box. The model provision
for the disclosure of credit insurance reads:
Figure: 7 TAC §90.203(b)(12)
(13) Mailing of notice to borrower. The model agreement
regarding mailing of notice to the borrower reads: "You can mail any
notice to me at my last address in your records. Your duty to give me
notice will be satised when you mail it."
(14) Statement of truthful information. The following
clause is sufcient as the borrower’s agreement that the information
provided to the licensee is true: "I promise that all information I gave
you is true."
(15) Waiver of notice of intent to accelerate and waiver of
notice of acceleration clause. The waiver of notice of intent to acceler-
ate and waiver of notice of acceleration clause reads: "If I am in default,
you may require me to repay the entire unpaid principal balance, and
any accrued interest at once. You don’t have to give me notice that you
are demanding or intend to demand immediate payment of all that I
owe."
(16) No waiver of lender’s rights. The model agreement
regarding the lender’s rights reads: "If you don’t enforce your rights
every time, you can still enforce them later."
(17) Collection expense clause. The model provision relat-
ing to the collection of expenses if default occurs reads: "If this debt
is referred to an attorney for collection, I will pay any attorney fees set
by the court plus court costs."
(18) Joint liability clause. The model joint liability clause
reads: "I understand that you may seek payment from only me without
rst looking to any other Borrower."
(19) Usury savings clause. The model usury savings clause
reads: "I don’t have to pay interest or other amounts that are more than
the law allows."
(20) Savings clause. The model savings clause reads: "If
any part of this contract is declared invalid, the rest of the contract
remains valid."
(21) Final agreement and modications in writing. For
loan agreements exceeding $50,000.00, this notice must be boldfaced,
capitalized, underlined, or otherwise set out from the surrounding
written material to be conspicuous. The model agreement requiring
any change to be in writing reads: "This written loan agreement is the
nal agreement between you and me and may not be changed by prior,
current, or future oral agreements between you and me. There are
no oral agreements between us relating to this loan agreement. Any
change to this agreement must be in writing. Both you and I have to
sign written agreements."
(22) Security agreement clause. The model clause for the
security agreement reads: "If I am giving collateral for this loan, I will
see the separate security agreement for more information and agree-
ments."
(23) Application of law. The model agreement regarding
the law to be applied to the contract reads: "Federal law and Texas law
apply to this contract."
(24) Complaints and inquiries notice. "This lender is li-
censed and examined by the State of Texas - Ofce of Consumer Credit
Commissioner. Call the Consumer Credit Hotline or write for credit
information or assistance with credit problems: Ofce of Consumer
Credit Commissioner, 2601 North Lamar Boulevard, Austin, Texas
78705-4207, www.occc.state.tx.us, (512) 936-7600 - (800) 538-1579."
(25) Clause describing collateral. In the TILA disclo-
sure box, the model clause describing the collateral reads: "You
will have a security interest in the following described collateral
________________."
(26) Clause relating to prepayment. In the TILA disclosure
box, the model clause options for prepayment read:
(A) For contracts using the scheduled installment earn-
ings method: "Prepayment: If I pay off early, I may be entitled to a re-
fund of part of the Finance Charge and I will not have to pay a penalty."
(B) For contracts using the true daily earnings method:
"Prepayment: If I pay off early, I will not have to pay a penalty."
(27) Security agreement. If the loan is secured, a separate
security agreement should be used.
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(A) The model clause stating the secured nature of the
agreement reads: "To secure this loan, I give you a security interest in
the collateral. The collateral includes the property listed below, im-
provements and attachments to the property, insurance refunds, and
proceeds."
(B) Prohibition on transfer and collateral free of encum-
brance. The model agreement keeping the collateral free from encum-
brance and against transferring it reads: "I own the collateral. I won’t
sell or transfer it without your written permission. I won’t allow any-
one else to have an interest in the collateral except you."
(C) Location and restrictions on movement or transfer
of collateral. The model agreement regarding the location of the col-
lateral reads: "I will keep the collateral at my address shown above. I
will promptly tell you in writing if I change my address. I won’t per-
manently remove the collateral from Texas unless you give me written
permission."
(D) Upkeep and use of collateral. The model agreement
regarding the upkeep and use of the collateral reads: "I will timely pay
all taxes and license fees on the collateral. I will keep it in good repair.
I won’t use the collateral illegally."
(E) Modications in writing. The model agreement re-
garding changes made to the security agreement reads: "Any change
to this security agreement has to be in writing. Both you and I have to
sign it."
(F) Any default is a default of the security agreement.
The model agreement in the security agreement regarding defaults
reads: "Any default under my agreements with you will be a default
of this security agreement."
(G) Default clause. The model clause setting out the
security agreement in case of default reads: "If there is a default, you
can take the collateral. You will only do this lawfully and without a
breach of the peace. If you take my collateral, you will tell me how
much I have to pay to get it back. If I don’t pay you to get the collateral
back, you can sell it or take other action allowed by law. You will
send me notice at least 10 days before you sell it. My right to get the
collateral back ends when you sell it. You can use the money you get
from selling it to pay amounts the law allows and to reduce the amount
I owe. If any money is left, you will pay it to me. If the money from
the sale is not enough to pay all I owe, I must pay the rest of what I owe
you plus interest."
§90.204. Permissible Changes.
(a) A licensed lender may consider making the following types
of changes to the secured consumer installment loans plain language
model clauses:
(1) The addition of information related to information set
forth in the model clauses that is not otherwise prohibited by law.
(2) Substituting another term for "Lender" or "Borrower"
that has the same meaning, or use of pronouns such as "you," "we,"
and "us."
(3) The model clauses may be presented in any order, and
may be combined or further segregated at the licensee’s option.
(4) Inserting descriptive headings or number provisions.
(5) Changing the case of a word if otherwise permitted by
the Texas Finance Code.
(6) Other changes which do not affect the substance of the
disclosures.
(7) A sample model contract using the scheduled install-
ment earnings method is presented in the following example.
Figure: 7 TAC §90.204(a)(7)
(8) A sample model contract using the true daily earnings
method is presented in the following example.
Figure: 7 TAC §90.204(a)(8)
(9) A sample model security agreement is presented in the
following example.
Figure: 7 TAC §90.204(a)(9)
(b) An authorized licensee has considerable exibility to ar-
range the format of the model form if the revised format does not signif-
icantly adversely affect the substance, clarity, or meaningful sequence
of the disclosures.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER C. SIGNATURE LOANS
(SUBCHAPTER F)
7 TAC §§90.301 - 90.304
The Finance Commission of Texas proposes new 7 TAC Chapter
90, Subchapter C, §§90.301 - 90.304 concerning plain language
contract provisions for Texas Finance Code, Chapter 342 trans-
actions. The new rules contained in 7 TAC §§90.301 - 90.304
outline model plain language provisions for signature loans (Sub-
chapter F).
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC Subchapter Q, §1.1201
and §§1.1205 - 1.1207. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
In general, the purpose of §§90.301 - 90.304 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts is optional. However, should a lender choose
not to use the model contracts, contracts must be submitted to
the agency in accordance with the provisions of 7 TAC §90.104.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
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formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
New 7 TAC §§90.301 - 90.304 include plain language contract
provisions, disclosures, model clauses, permissible changes,
and model contracts for Chapter 342, Subchapter F transac-
tions.
Section 90.301 (current §1.1201) outlines the purpose of new
Subchapter C, which is to provide model plain language for sig-
nature loans (Chapter 342, Subchapter F).
Section 90.302 (current §1.1205) identies the types of provi-
sions that may be included in a Subchapter F contract.
Section 90.303 (current §1.1206) contains the model clauses.
These clauses are the agency’s interpretation of a plain lan-
guage version of typical Subchapter F contract provisions.
In order to implement changes resulting from House Bill 955 as
enacted by the 79th Texas Legislature, §90.303(3) has been re-
vised concerning the late charge provision. Lenders may now
use the following language (Option 2): "If I don’t pay all of the
payment within 10 days after it is due, you can charge me a
late charge. If the amount nanced is less than $100, the late
charge will be 5% of the amount of the installment. If the amount
nanced if $100 or more, the late charge will be the greater of
$10 or 5% of the amount of the installment." The corresponding
gure contained in §90.304(a)(7) has also been revised to reect
this statutory change (see §90.304 below).
Section 90.304 (current §1.1207) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides lenders with exibility in using
a model contract and includes gures containing entire plain lan-
guage model contracts for Subchapter F transactions.
The model contract contained in §90.304(a)(7) has been revised
to reect a statutory change resulting from the enactment of
House Bill 955 by the 79th Texas Legislature (see explanation
under §90.303 above). In addition, other wording changes have
been made throughout this model contract for Chapter 342, Sub-
chapter F transactions, in order to make the language more con-
sistent (where legally permissible) with the model contracts for
Chapter 342, Subchapter E transactions, as found in §90.204.
Because these rules provide model clauses and model con-
tracts, licensees are not required to adopt the model language
contained in the rules. However, for those licensees utilizing the
model contracts, the prior model language is acceptable and
the agency will permit licensees to use the prior model language
(without a non-standard contract submission) until September
15, 2007, to deplete supplies of existing forms during a transition
period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
However, should a licensee decide to modify its contract forms
based on the revisions to the model contracts, additional eco-
nomic costs may be incurred as a consequence of §§90.301 -
90.304. The potential additional costs resulting from a licensee’s
decision to implement the revised model language are limited to
costs associated with copying a contract and costs attributable
to loss of obsolete forms in inventory. Potential additional copy
costs are estimated to be approximately $0.30 - $0.40 per con-
tract. There would be no adverse effect on small businesses as
compared to the effect on large businesses for those licensees
choosing to modify their contracts.
Some licensees who use or lease specialized computer soft-
ware programs for their loan business may experience some
additional costs. These costs are impossible to predict. The
agency has attempted to lessen these costs by providing the
software programmers with the text of the contracts. Whether
programmers will use the adopted form or submit non-standard
contracts for review is not predictable. Whether the program-
mers will charge an additional fee for a contract they do not have
to draft is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ter F.
§90.301. Purpose.
(a) The purpose of the rules contained in this subchapter is to
provide a model plain language contract in English for Texas Finance
Code, Chapter 342, Subchapter F transactions. The establishment of
model provisions for these transactions will encourage use of simpli-
ed wording that will ultimately benet consumers by making these
contracts easier to understand. The use of the "plain language" model
contract by a creditor is not mandatory. The creditor, however, may not
use a contract other than a model contract unless the creditor has sub-
mitted the contract to the commissioner in compliance with §90.104
of this title. The commissioner shall issue an order disapproving the
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contract if the commissioner determines the contract does not comply
with this section or rules adopted under this section. A creditor may
not claim the commissioner’s failure to disapprove a contract consti-
tutes an approval.
(b) The provisions in this subchapter are intended to constitute
a complete plain language Chapter 342, Subchapter F contract; how-
ever, a creditor is not limited to the contract provisions addressed by
these rules.
§90.302. Contract Provisions.
A Chapter 342, Subchapter F contract may include, but is not limited
to, the following contract provisions to the extent not prohibited by law
or regulation. If the lender desires to exercise its rights under one of
the following provisions, it must include the provision in the contract.
A lender who does not desire to apply a provision is not required to in-
clude it in the contract. For example, if a lender does not take a security
interest in the borrower’s personal property, the provisions addressing
security interests are not required.
(1) Identication of the parties, including the name and ad-
dress of each party;
(2) A Truth in Lending Act (TILA) disclosure box;
(3) A denition section specifying the pronouns that des-
ignate the borrower and the lender;
(4) A promise to pay;
(5) A late charge provision;
(6) A provision for after maturity interest;
(7) A provision specifying that prepayment is permitted;
(8) A provision specifying the nance charge earnings and
refund method;
(9) A provision authorizing deferments;
(10) A provision specifying the conditions causing default;
(11) A waiver of notice of intent to accelerate and waiver
of notice of acceleration;
(12) A provision contracting for a fee for a dishonored
check;
(13) A signature block;
(14) A security agreement including provisions address-
ing:
(A) a statement that the collateral is free from encum-
brances;
(B) the location and restrictions on movement or trans-
fer of the collateral; and
(C) a statement that the borrower will appropriately
maintain and use the collateral;
(15) A provision regarding the mailing of notices to the
borrower;
(16) Statement of truthful information;
(17) A provision expressing no waiver of the lender’s
rights;
(18) A clause stating that all modications to the contract
must be in writing;
(19) A provision stating Texas law and federal law will ap-
ply to the contract;
(20) A clause providing for joint liability;
(21) A usury savings clause;
(22) Complaints and inquiries notice;
(23) An arbitration agreement; and
(24) A clause stating that if any part of the contract is in-
valid, all other parts remain valid.
§90.303. Model Clauses.
(a) Generally. These model clauses are the plain language ren-
dition of contract clauses that have typically been stated in technical
legal terms. Nothing in this regulation prohibits a contract from in-
cluding provisions that provide more favorable results for the borrower
than those that would result from the use of a model clause.
(b) For a Chapter 342, Subchapter F signature loan contract:
(1) The model clauses refer to the Borrower as "I" or "me."
The Lender is referred to as "you" or "your."
(2) Promise to pay. The model clause for the borrower’s
promise to pay reads: "I promise to pay the Total of Payments to the
order of you, the Lender. I will make the payments at your address
above. I will make the payments on the dates and in the amounts shown
in the Payment Schedule."
(3) Late charge. At the lender’s option, the late charge
clause may be made applicable only to loans with more than one in-
stallment. As other options, a lender may include one of the model late
charge clause options as set out in the subparagraphs below in both sin-
gle and multiple installment loans, so long as the lender does not collect
a default charge on a single payment loan or the lender may omit the
late charge clause for loans with a single repayment. The lender may
use one of the following late charge model provisions:
(A) Option 1: "If I don’t pay all of the payment within
10 days after it is due, you can charge me a late charge. The late charge
will be 5% of the scheduled payment."
(B) Option 2: "If I don’t pay all of the payment within
10 days after it is due, you can charge me a late charge. If the amount
nanced is less than $100, the late charge will be 5% of the amount of
the installment. If the amount nanced is $100 or more, the late charge
will be the greater of $10 or 5% of the amount of the installment."
(4) After maturity interest. The after maturity interest
model clause reads: "If I don’t pay all I owe by the date the nal
payment becomes due, I will pay interest on the amount that is still
unpaid. That interest will be at a rate of 18% per year and will begin
the day after the nal payment becomes due."
(5) Prepayment clause. The model prepayment clause
reads: "I can make a whole payment early."
(6) Finance charge earnings and refund method. The
model nance charge earnings and refund method clause reads: "The
acquisition charge on this loan will not be refunded if I pay off early.
If I pay all I owe before the beginning of the last monthly period, I
will save part of the installment account handling charge. You will
gure the amount I save by the sum of the periodic balances method.
This method is explained in the Finance Commission rules. You don’t
have to refund or credit any amount less than $1." At the lender’s
option, the lender may include the following model nance charge
and refund method language if the lender makes loans of $30 or less:
"The acquisition charge on this loan will not be refunded if I pay off
early. If this loan is for more than $30 and I pay all I owe before the
beginning of the last monthly period, I will save part of the installment
account handling charge. You will gure the amount I save by the
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sum of the periodic balances method. This method is explained in the
Finance Commission rules. You don’t have to refund or credit any
amount less than $1."
(7) Deferment clause. The deferment model clause reads:
"If I ask for more time to make any payment and you agree, I will pay
more interest to extend the payment. The extra interest will be gured
under the Finance Commission rules."
(8) Default clause. The model default clause reads: "If I
break any of my promises in this document, you can demand that I
immediately pay all that I owe. You can also do this if you in good
faith believe that I am not going to be willing or able to keep all of my
promises."
(9) Waiver of notice of intent to accelerate and waiver of
notice of acceleration clause. The model waiver of notice of intent to
accelerate and waiver of notice of acceleration clause reads: "I agree
that you don’t have to give me notice that you are demanding or intend
to demand immediate payment of all that I owe."
(10) Fee for dishonored check clause. The model clause
species the maximum allowable dishonored check fee. The lender
may always choose a lesser amount. The fee for dishonored check
model clause reads: "I agree to pay you a fee of up to $30 for a returned
check. You can add the fee to the amount I owe or collect it separately."
(11) Signature block. At the lender’s option a witness sig-
nature block may be added.
(12) Clause describing collateral. In the TILA disclo-
sure box, the model clause describing the collateral reads: "You
will have a security interest in the following described collateral
________________." At the creditor’s option, if the promissory note
is unsecured, the lender may use the following clause: "This note is
unsecured."
(13) Security agreement clause. The model clause setting
out the security agreement in case of default reads: "If I am giving
collateral for this loan, I will see the separate security agreement for
more information and agreements."
(14) Mailing of notice to borrower. The model agreement
regarding mailing of notice to the borrower reads: "You can mail any
notice to me at my last address in your records. Your duty to give me
notice will be satised when you mail it."
(15) Statement of truthful information. The following
clause is sufcient as the borrower’s agreement that the information
provided to the lender is true: "I promise that all information I gave
you is true."
(16) No waiver of lender’s rights. The model agreement
regarding the lender’s rights reads: "If you don’t enforce your rights
every time, you can still enforce them later."
(17) Modications in writing. The model agreement re-
quiring any change to be in writing reads: "Any change to this agree-
ment has to be in writing. Both you and I have to sign it."
(18) Application of law. The model clause regarding the
law to be applied to the contract reads: "Federal law and Texas law
apply to this contract."
(19) Joint liability. The model joint liability agreement
reads: "I will keep all of my promises in this document. If there is
more than one Borrower, each Borrower agrees to keep all of the
promises in the loan document."
(20) Usury savings clause. The model usury savings clause
reads: "I don’t have to pay interest or other amounts that are more than
the law allows."
(21) Complaints and inquiries notice. "This lender is li-
censed and examined by the State of Texas - Ofce of Consumer Credit
Commissioner. Call the Consumer Credit Hotline or write for credit
information or assistance with credit problems: Ofce of Consumer
Credit Commissioner, 2601 North Lamar Boulevard, Austin, Texas
78705-4207; www.occc.state.tx.us; (512) 936-7600 - (800) 538-1579."
(22) Security agreement. The model clause setting out the
security agreement reads: "We are entering into this security agree-
ment at the same time that we are entering into a loan. In exchange for
the loan referenced above, I agree to the follow terms and conditions:
To secure this loan, I give you a security interest in the collateral. The
collateral includes the property listed below, anything that becomes at-
tached to it, and all proceeds of the collateral. This security interest
also secures all other debt I owe you now. I understand that all collat-
eral that I have given to secure loans may also be used to secure this
and any other loans you may make to me. I own the collateral. I won’t
sell or transfer it without your written permission. I won’t allow any-
one else to have an interest in the collateral except you. I will keep the
collateral at my address shown above. I will promptly tell you in writ-
ing if I change my address. I won’t permanently remove the collateral
from Texas unless you give me written permission. I will timely pay
all taxes and license fees on the collateral. I will keep it in good repair.
I won’t use the collateral illegally. Any change to this security agree-
ment has to be in writing. Both you and I have to sign it. Any default
under my agreements with you will be a default of this security agree-
ment. Federal law and Texas law apply to this security agreement. If
I don’t keep any of my promises, you can take the collateral. You will
only take the collateral lawfully and without a breach of the peace. If
you take my collateral, you will tell me how much I have to pay to get it
back. If I don’t pay you to get the collateral back, you can sell it or take
other action allowed by law. You will send me notice at least 10 days
before you sell it. My right to get the collateral back ends when you
sell it. You can use the money you get from selling it to pay amounts
the law allows, and to reduce the amount I owe. If any money is left,
you will pay it to me. If the money from the sale is not enough to pay
all I owe, I must pay the rest of what I owe you plus interest."
§90.304. Permissible Changes.
(a) An authorized lender may consider making the following
types of changes to the signature loans plain language model clauses:
(1) The addition of information related to information set
forth in the model clauses that is not otherwise prohibited by law.
(2) Substituting another term for "Lender" or "Borrower"
that has the same meaning, or use of pronouns such as "you," "we,"
and "us."
(3) The model clauses may be presented in any order, and
may be combined or further segregated at the creditor’s option.
(4) Inserting descriptive headings or number provisions.
(5) Changing the case of a word if otherwise permitted by
the Texas Finance Code.
(6) Other changes which do not affect the substance of the
disclosures.
(7) A sample model contract is presented in the following
example.
Figure: 7 TAC §90.304(a)(7)
(8) A sample model security agreement is presented in the
following example.
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Figure: 7 TAC §90.304(a)(8)
(b) An authorized lender has considerable exibility to arrange
the format of the model form if the revised format does not signicantly
adversely affect the substance, clarity, or meaningful sequence of the
disclosures.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER D. SECOND LIEN HOME
EQUITY LOANS (SUBCHAPTER G)
7 TAC §§90.401 - 90.404
The Finance Commission of Texas proposes new 7 TAC Chapter
90, Subchapter D, §§90.401 - 90.404 concerning plain language
contract provisions for Texas Finance Code, Chapter 342 trans-
actions. The new rules contained in 7 TAC §§90.401 - 90.404
outline model plain language provisions for second lien home
equity loans (Subchapter G).
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC Subchapter Q, §1.1221
and §§1.1225 - 1.1227. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
In general, the purpose of §§90.401 - 90.404 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts is optional. However, should a lender choose
not to use the model contracts, contracts must be submitted to
the agency in accordance with the provisions of 7 TAC §90.104.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
New 7 TAC §§90.401 - 90.404 include plain language contract
provisions, disclosures, model clauses, permissible changes,
and model contracts for Chapter 342, Subchapter G second lien
home equity loans.
Section 90.401 (current §1.1221) outlines the purpose of new
Subchapter D, which is to provide model plain language for sec-
ond lien home equity loans (Chapter 342, Subchapter G).
Section 90.402 (current §1.1225) identies the types of provi-
sions that may be included in a Subchapter G second lien home
equity loan contract.
Section 90.403 (current §1.1226) contains the model clauses.
These clauses are the agency’s interpretation of a plain lan-
guage version of typical contract provisions for these transac-
tions.
Section 90.403(b)(12) concerning credit insurance has been
revised in order clarify the optional language with respect to
past due premiums. Although four times is the industry standard
regarding the relationship between total past due premiums
and the rst month’s premium in this equation, the lender
does have the opportunity to use a different number or time
frame if more appropriate. Thus, the use of "four times" in
the optional language quoted has been removed and replaced
with "(insert number)." The corresponding gures contained in
§90.403(b)(12) and §90.404(a)(7) have also been revised to
reect this change (see §90.404 below).
The gures contained in §90.403(b)(8)(A) - (C) concerning the
nance charge and refund method have been revised in order to
correct an error with respect to refunding prepaid interest. Since
points as well as loan origination fees are paid as prepaid inter-
est and are refundable if the loan is paid in full early, the word
"points" in the second paragraph, third sentence, has been re-
moved and replaced with "prepaid interest." The corresponding
model contract contained in §90.404(a)(7) has also been revised
to reect this change (see §90.404 below).
Section 90.404 (current §1.1227) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides licensees with exibility in
using a model contract and includes gures containing entire
plain language model contracts for Subchapter G second lien
home equity loan contracts. Licensees may use additional
documents, including afdavits, in connection with the model
documents contained in this rule. The additional documents
may provide the parties with additional certainty on certain
issues including whether the home equity loan was made on
the conditions expressed in Texas Constitution, Article XVI,
§50(a)(6)(Q). Licensees may change the model documents so
that they are in compliance with Mortgage Electronic Registra-
tion Systems, Inc. ("MERS").
The model contract contained in §90.404(a)(7) has been revised
concerning credit insurance to reect a clarication for the op-
tional language with respect to past due premiums (see expla-
nation under §90.403 above). This model contract has also been
revised concerning the nance charge and refund method in or-
der to correct an error with respect to refunding prepaid interest
(see explanation under §90.403 above).
Because these rules provide model clauses and model con-
tracts, licensees are not required to adopt the model language
contained in the rules. However, for those licensees utilizing the
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model contracts, the prior model language is acceptable and
the agency will permit licensees to use the prior model language
(without a non-standard contract submission) until September
15, 2007, to deplete supplies of existing forms during a transition
period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
However, should a licensee decide to modify its contract forms
based on the revisions to the model contracts, additional eco-
nomic costs may be incurred as a consequence of §§90.401 -
90.404. The potential additional costs resulting from a licensee’s
decision to implement the revised model language are limited to
costs associated with copying a contract and costs attributable
to loss of obsolete forms in inventory. Potential additional copy
costs are estimated to be approximately $0.30 - $0.40 per con-
tract. There would be no adverse effect on small businesses as
compared to the effect on large businesses for those licensees
choosing to modify their contracts.
Some licensees who use or lease specialized computer soft-
ware programs for their loan business may experience some
additional costs. These costs are impossible to predict. The
agency has attempted to lessen these costs by providing the
software programmers with the text of the contracts. Whether
programmers will use the adopted form or submit non-standard
contracts for review is not predictable. Whether the program-
mers will charge an additional fee for a contract they do not have
to draft is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ter G.
§90.401. Purpose.
(a) The purpose of the rules contained in this subchapter is to
provide a model plain language contract in English for Texas Finance
Code, Chapter 342, Subchapter G (secondary mortgage loans with an
effective rate of greater than 10%) home equity loan transactions. The
establishment of model provisions for these transactions will encour-
age use of simplied wording that will ultimately benet consumers
by making these contracts easier to understand. Use of the "plain lan-
guage" model contract by a licensee is not mandatory. The licensee,
however, may not use a contract other than a model contract unless
the licensee has submitted the contract to the commissioner in compli-
ance with §90.104 of this title. The commissioner shall issue an order
disapproving the contract if the commissioner determines the contract
does not comply with this section or rules adopted under this section.
A licensee may not claim the commissioner’s failure to disapprove a
contract constitutes an approval.
(b) The provisions in this subchapter are intended to constitute
a complete plain language Chapter 342, Subchapter G home equity loan
contract; however, a licensee is not limited to the contract provisions
addressed by these rules.
§90.402. Contract Provisions.
(a) A Chapter 342, Subchapter G home equity loan contract
may include, but is not limited to, the following contract provisions to
the extent not prohibited by law or regulation. If the licensee desires to
exercise its rights under one of the following provisions, it must include
that provision in the contract. A licensee who does not desire to apply
a provision is not required to include it in the contract. For example,
a licensee who does not assess a fee for dishonored checks may omit
the dishonored check fee clause. A licensee may also exclude non-
relevant portions of a model clause. For example, a licensee who does
not routinely nance certain insurance coverages may omit those non-
applicable portions of the model clause. A Chapter 342, Subchapter
G second lien home equity loan contract may contain the following
provisions:
(1) Identication of the parties, including the name and ad-
dress of each party and specifying the pronouns that designate the bor-
rower and the lender;
(2) A Truth in Lending Act (TILA) disclosure box;
(3) An Itemization of Amount Financed box;
(4) A promise to pay;
(5) A late charge provision;
(6) A provision for after maturity interest;
(7) A prepayment clause;
(8) A provision specifying the nance charge earnings and
refund method;
(9) A provision contracting for a fee for a dishonored
check;
(10) A provision specifying the conditions causing default;
(11) A provision regarding property insurance;
(12) A credit insurance disclosure box;
(13) A provision regarding the mailing of notices to the
borrower;
(14) A provision regarding the due on sale clause, notice of
intent to accelerate, and notice of acceleration;
(15) A provision expressing no waiver of the licensee’s
rights;
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(16) A collection expense clause;
(17) A provision providing for joint liability;
(18) A usury savings clause;
(19) A savings clause stating that if any part of the loan
agreement is declared invalid, the rest remains valid;
(20) An integration clause stating that the contract super-
sedes all prior agreements and that the contract may not be changed by
oral agreement;
(21) A provision stating that the homestead described in the
loan agreement is subject to the lien of the security document;
(22) A provision specifying that federal law and Texas law
apply to the contract;
(23) Complaints and inquiries notice;
(24) A provision describing the collateral; and
(25) Signature blocks.
(b) The security document for a Chapter 342, Subchapter G
second lien home equity loan contract may contain the following pro-
visions:
(1) A denitions section;
(2) A provision regarding the secured nature of the agree-
ment;
(3) A provision regarding the transfer of rights in the prop-
erty;
(4) Borrower and Lender’s promise;
(5) A provision regarding late charges and prepayment of
principal and interest;
(6) A provision regarding the funds for escrow items;
(7) A provision regarding charges and liens;
(8) A provision regarding property insurance;
(9) A provision stating that the borrower occupies the prop-
erty as his homestead;
(10) A provision regarding preservation, maintenance, pro-
tection, and inspection of the property;
(11) A provision specifying the conditions causing actual
fraud;
(12) A provision regarding protection of the lender’s inter-
est in the property and rights under the security document;
(13) A provision regarding the assignment of miscella-
neous proceeds and forfeiture;
(14) A provision specifying that the borrower is not re-
leased from liability if the lender modies the payment schedule;
(15) A provision regarding joint and several liability and
specifying that the person who signs the contract grants his ownership
in the homestead and binds his successors and assigns;
(16) A provision regarding the extension of credit charges;
(17) A provision regarding the delivery of notices;
(18) A provision regarding the law governing the contract,
stating that if any part of the contract is declared invalid, the rest of the
contract remains valid;
(19) A provision regarding rules of clause construction;
(20) A provision specifying that the lender will give the
borrower a copy of all signed documents at the time the loan agreement
is made;
(21) A provision regarding a transfer of interest in the prop-
erty;
(22) A provision regarding the borrower’s right to reinstate
after acceleration;
(23) A provision regarding the sale of the loan, change of
loan servicer, notice of grievance, and the lender’s right to comply;
(24) A provision regarding hazardous substances;
(25) A provision regarding acceleration and remedies;
(26) A provision regarding power of sale;
(27) A provision regarding the release of the lien securing
the loan agreement;
(28) A provision specifying that the loan agreement is
given without personal liability against each owner of the homestead
and against the spouse of each owner;
(29) A provision specifying that the borrower has not been
required to repay another debt with the proceeds of the loan;
(30) A provision specifying that the borrower has not as-
signed wages as security for the loan agreement;
(31) A provision specifying that lender and borrower have
agreed in writing to the fair market value of the homestead;
(32) A provision regarding trustees and trustee liability;
(33) A provision regarding the lender’s waiving additional
collateral;
(34) A default provision;
(35) Signature blocks;
(36) A non-purchase disclosure; and
(37) A provision regarding notice of condentiality rights.
§90.403. Model Clauses.
(a) Generally. These model clauses are the plain language ren-
dition of contract clauses that have typically been stated in technical
legal terms. Nothing in this regulation prohibits a contract from in-
cluding provisions that provide more favorable results for the borrower
than those that would result from the use of a model clause.
(b) For a Chapter 342, Subchapter G second lien home equity
loan contract:
(1) The model identication clause lists the account or con-
tract number, the name and address of the creditor or lender, the date of
the note, and the name and address of the borrower. The model clause
identifying the pronouns used for the borrower and lender reads: "A
word like "I" or "me" means each person who signs as a Borrower. A
word like "you" or "your" means the Lender or "Note Holder." The
Lender is _________. The Lender may sell or transfer this Note. The
Lender or anyone who is entitled to receive payments under this Note
is called the "Note Holder." You will tell me in writing who is to re-
ceive my payments."
(2) The model Truth in Lending Act (TILA) disclosure box
reads:
Figure: 7 TAC §90.403(b)(2)
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(3) Itemization of Amount Financed box. The itemization
of amount nanced box is not required if the licensee provides the bor-
rower with a good faith estimate or a settlement statement as permitted
by the Truth in Lending Act. An itemization of amount nanced box
which complies with Regulation Z is considered to be in compliance
with this paragraph and will not require a non-standard submission.
(4) Promise to pay. One permissible change to the model
language for the scheduled installment earnings method would be to
allow partial prepayments of the principal during the term of the loan.
This variation on the Texas scheduled installment earnings method
would allow periodic reductions of the principal balance by partial
prepayments. This variation would allow reductions of the principal
balance that were not originally scheduled. The model clause for the
borrower’s promise to pay reads: "This loan is an Extension of Credit
dened by Section 50(a)(6), Article XVI of the Texas Constitution."
(A) For contracts using the scheduled installment earn-
ings method: "I promise to pay the Total of Payments to the order of
you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(B) For contracts using the true daily earnings method:
"I promise to pay the cash advance plus the accrued interest to the order
of you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(5) Late charge. Licensees using contracts using the true
daily earnings method are not permitted to assess a late charge. The
model late charge provision for contracts using the scheduled install-
ments earnings method reads: "If I don’t pay all of a payment within
10 days after it is due, you can charge me a late charge. The late charge
will be 5% of the scheduled payment."
(6) After maturity interest. The model provision for after
maturity interest reads: "If I don’t pay all I owe when the nal payment
becomes due, I will pay interest on the amount that is still unpaid. That
interest will be the higher of the rate of 18% per year or the maximum
rate allowed by law. That interest will begin the day after the nal
payment becomes due."
(7) Prepayment clause. The model prepayment clause op-
tions read:
(A) For contracts using the scheduled installment earn-
ings method: "I can make a whole payment early. Unless you agree
otherwise in writing, I may not skip payments. If I make a payment
early, my next payment will still be due as scheduled."
(B) For contracts using the true daily earnings method:
"I can make any payment early. Unless you agree otherwise in writing,
I may not skip payments. If I make a payment early, my next payment
will still be due as scheduled."
(8) Finance charge and refund method. The model provi-
sion options specifying the nance charge earnings and refund method
read:
(A) For contracts using the scheduled installment earn-
ings method - Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.403(b)(8)(A)
(B) For contracts using the scheduled installment earn-
ings method with prepayments option - Section 342.301 rate loans, the
model language reads:
Figure: 7 TAC §90.403(b)(8)(B)
(C) For contracts using the true daily earnings method
- Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.403(b)(8)(C)
(9) Dishonored check fee. The model clause species the
maximum allowable dishonored check fee. A licensed lender may al-
ways choose a lesser amount. The model dishonored check fee provi-
sion reads: "I agree to pay you a fee of up to $30 for a returned check.
You may add the fee to the amount I owe or collect it separately."
(10) Default clause. The model provision specifying the
conditions causing default reads:
Figure: 7 TAC §90.403(b)(10)
(11) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.403(b)(11)
(12) Credit insurance. If single premium credit insurance
is allowable, a permissible change to the disclosure can be to offer a
single charge for the entire term of the loan. The term for the single
premium charge should be shown for the original term of the loan, un-
less otherwise specied. Licensee has the option of including language
that reads: "The insurance will cancel on the date when the total past
due premiums equal or exceed (insert number) times the rst month’s
premium." The industry standard regarding the relationship between
total past due premiums and the rst month’s premium in this equation
appears to be four (4) times. However, if a different time frame is more
appropriate, that time frame may be used. The model credit insurance
disclosure box reads:
Figure: 7 TAC §90.403(b)(12)
(13) Mailing of notices to borrower. The model provision
regarding the mailing of notices to the borrower reads: "You or I may
mail or deliver any notice to the address above. You or I may change
the notice address by giving written notice. Your duty to give me notice
will be satised when you mail it by rst class mail."
(14) Due on sale clause, notice of intent to accelerate, and
notice of acceleration. The model provision regarding the due on sale
clause, notice of intent to accelerate, and notice of acceleration reads:
"If all or any interest in the homestead is sold or transferred without
your prior written consent, you may require immediate payment in full
of all that I owe under this Loan Agreement. You will not exercise this
option if prohibited by law. If you exercise this option, you will give me
notice of acceleration (i.e., payment of all I owe at once). This notice
will give me a period of not less than 21 days from the date of the notice
within which I must pay all that I owe under this Loan Agreement. If I
fail to pay all that I owe before the end of this period, you may use any
remedy allowed by the Loan Agreement."
(15) No waiver of lender’s rights. The model provision
expressing no waiver of the lender’s rights reads: "If you don’t enforce
your rights every time, you can still enforce them later."
(16) Collection expenses clause. The model collection ex-
penses clause reads: "If you require me to pay all that I owe at once,
you will have the right to be paid back by me for all of your costs and
expenses in enforcing this Loan Agreement to the extent not prohibited
by law, including Section 50(a)(6), Article XVI of the Texas Constitu-
tion. These expenses include, for example, reasonable attorneys’ fees.
I understand that these fees are not for maintaining or servicing this
Loan Agreement."
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(17) Joint liability. The model provision providing for joint
liability reads: "I understand that you may seek payment from only
me without rst looking to any other Borrower. You can enforce your
rights under this Loan Agreement solely against the homestead. This
Loan Agreement is made without personal liability against each owner
of the homestead and against the spouse of each owner unless the owner
or spouse obtained this loan by actual fraud. If this loan is obtained by
actual fraud, I will be personally liable for the debt, including a judg-
ment for any deciency that results from your sale of the homestead
for an amount less than is owed under this Loan Agreement."
(18) Usury savings clause. The model usury savings clause
reads: "I do not have to pay interest or other amounts that are more than
the law allows."
(19) Savings clause. The model clause stating that if any
part of the contract is invalid, the rest remains valid reads: "If any
part of this Loan Agreement is declared invalid, the rest of the Loan
Agreement remains valid. If any part of this Loan Agreement conicts
with law, that law will control. The part of the Loan Agreement that
conicts with the law will be modied to comply with the law. The rest
of the Loan Agreement remains valid."
(20) Contract supersedes prior agreements. For loan agree-
ments exceeding $50,000.00, this notice must be boldfaced, capital-
ized, underlined, or otherwise set out from the surrounding written ma-
terial to be conspicuous. The model integration clause providing that
the contract supersedes prior agreements reads: "This written Loan
Agreement is the nal agreement between you and me and may not
be changed by prior, current, or future oral agreements between you
and me. There are no oral agreements between us relating to this Loan
Agreement. Any change to this agreement must be in writing. Both
you and I have to sign written agreements."
(21) Security document. The model provision stating that
the homestead described in the loan agreement is subject to the lien
of the security document reads: "The homestead described above by
the property address is subject to the lien of the Security Document.
I will see the separate Security Document for more information about
my rights and responsibilities."
(22) Application of law. The model clause specifying that
federal law and Texas law apply to the contract reads: "Federal law and
Texas law apply to this Loan Agreement. The Texas Constitution will
be applied to resolve any conict between the Texas Constitution and
any other law."
(23) Complaints and inquiries notice. The model com-
plaints and inquiries notice reads: "This lender is licensed and
examined by the State of Texas - Ofce of Consumer Credit Com-
missioner. Call the Consumer Credit Hotline or write for credit
information or assistance with credit problems. Ofce of Consumer
Credit Commissioner, 2601 North Lamar Boulevard, Austin, Texas
78705-4207, www.occc.state.tx.us, (512) 936-7600 - (800) 538-1579."
(24) Clause describing collateral. The model provision de-
scribing the collateral reads: "The homestead described above by the
property address is subject to the lien of the Security Document."
(25) Signature blocks. Licensee may also provide addi-
tional signature lines for witness signatures. The model provision re-
garding signature blocks reads:
Figure: 7 TAC §90.403(b)(25)
(c) For the security document for a Chapter 342, Subchapter
G second lien home equity loan contract:
(1) The model denitions section reads:
(A) ""Loan Agreement" means the Note, Security Doc-
ument, deed of trust, any other related document, or any combination
of those documents, under which you have extended credit to me.
(B) "Security Document" means this document, which
is dated ________, together with all Riders to this document.
(C) "I" or "me" means
_________________________________________, the grantor
under this Security Document and the person who signed the
Note ("Borrower").
(D) "You" means
__________________________________________, the Lender and
any holder entitled to receive payments under the Note. Your address
is _________________________________________. You are the
beneciary under this Security Document.
(E) "Trustee" is ______________________________.
Trustee’s address is ___________________________________.
(F) "Note" means the promissory Note signed by me
and dated ______________. The Note states that the amount I owe
you is _________________ dollars (U.S. $_______) plus interest. I
have promised to pay this debt in regular Periodic Payments and to
pay the debt in full not later than ______________________________
(maturity date).
(G) "My Homestead" means the property that is de-
scribed below under the heading "Transfer of Rights in the Property."
(H) "Extension of Credit" means the debt evidenced by
the Note, as dened by Section 50(a)(6), Article XVI of the Texas Con-
stitution and all the documents executed in connection with the debt.
(I) "Riders" means all Riders to this Security Document
that I execute.
Figure: 7 TAC §90.403(c)(1)(I)
(J) "Applicable Law" means all controlling applicable
federal, Texas and local constitutions, statutes, regulations, ordinances
and administrative rules and orders (that have the effect of law) as well
as all applicable nal, non-appealable judicial opinions.
(K) "Community Association Dues, Fees, and Assess-
ments" means all dues, fees, assessments and other charges that are im-
posed on me or My Homestead by a condominium association, home-
owners association or similar organization.
(L) "Electronic Funds Transfer" means any transfer of
funds, other than a transaction originated by check, draft, or similar pa-
per instrument, which is initiated through an electronic terminal, tele-
phonic instrument, computer, or magnetic tape so as to order, instruct,
or authorize a nancial institution to debit or credit an account. The
term includes point-of-sale transfers, automated teller machine trans-
actions, transfers initiated by telephone, wire transfers, and automated
clearinghouse transfers.
(M) "Escrow Items" means those items that are de-
scribed in Section ___ of this Security Document.
(N) "Miscellaneous Proceeds" means any compensa-
tion, settlement, award of damages, or proceeds paid by any third
party (other than proceeds paid under my insurance) for: damage or
destruction of My Homestead; condemnation or other taking of all or
any part of My Homestead; conveyance instead of condemnation; or
misrepresentations or omissions related to the value or condition of
My Homestead.
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(O) "Periodic Payment" means the regularly scheduled
amount due for principal and interest under the Note plus any amounts
under this Security Document.
(P) "RESPA" means the Real Estate Settlement Proce-
dures Act (12 U.S.C. §2601 et seq.) and Regulation X (24 C.F.R. Part
3500), as they might be amended from time to time, or any additional or
successor legislation or regulation that governs the same subject matter.
As used in this Security Document, "RESPA" refers to all requirements
and restrictions that are imposed in regard to a "federally related mort-
gage loan" even if the Loan Agreement does not qualify as a "federally
related mortgage loan" under RESPA.
(Q) "Successor in Interest of me" means any party that
has taken title to My Homestead, whether or not that party has assumed
my obligations under the Loan Agreement.
(R) "Ground Rents" means amounts I owe if I rented the
real property under the buildings covered by this Security Document.
Such an arrangement usually takes the form of a long-term "ground
lease"."
(2) Secured agreement. The model provision regarding the
secured nature of the agreement reads: "To secure this loan, I give you
a security interest in My Homestead including existing and future im-
provements, easements, xtures, attachments, replacements and addi-
tions to the property, insurance refunds, and proceeds. This security
interest is intended to be limited to the homestead property and not
other collateral, as required under the Texas Constitution."
(3) Transfer of rights in the property. The model provision
regarding a transfer of rights in the property reads:
Figure: 7 TAC §90.403(c)(3)
(4) Borrower and Lender’s promise. The model provision
regarding the borrower and the lender’s promise to comply with the
terms of the security document reads: "YOU AND I PROMISE:".
(5) Late charges and prepayment. The model provision re-
garding late charges and prepayment of principal and interest reads:
Figure: 7 TAC §90.403(c)(5)
(6) Funds for escrow items. The model provision regarding
the funds for escrow items reads:
Figure: 7 TAC §90.403(c)(6)
(7) Charges and liens. The model provision regarding
charges and liens reads:
Figure: 7 TAC §90.403(c)(7)
(8) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.403(c)(8)
(9) Homestead. The model provision stating that the bor-
rower occupies the property as his homestead reads: "I now occupy
and use the property secured by this Security Document as my Texas
homestead."
(10) Preservation, maintenance, protection, and inspection
of the property. The model provision regarding preservation, main-
tenance, protection, and inspection of the property reads: "I will not
destroy, damage or impair My Homestead, allow it to deteriorate, or
commit waste. Whether or not I live in My Homestead, I will maintain
it in order to prevent it from deteriorating or decreasing in value due to
its condition. I will promptly repair the damage to My Homestead to
avoid further deterioration or damage unless you and I agree in writing
that it is economically unreasonable. I will be responsible for repairing
or restoring My Homestead only if you release the insurance or con-
demnation proceeds for the damage to or the taking of My Homestead.
You may release proceeds for the repairs and restoration in a single
payment or in a series of payments as the work is completed. I still
am obligated to complete repairs or restoration of My Homestead even
if there are not enough proceeds to complete the work. You or your
agent may inspect My Homestead. You may inspect the interior of My
Homestead with reasonable cause. You will give me notice stating rea-
sonable cause when or before the interior inspection occurs."
(11) Conditions causing actual fraud. The model provision
specifying the conditions causing actual fraud reads:
Figure: 7 TAC §90.403(c)(11)
(12) Protection of lender’s interest in the property and
rights under the security document. The model provision regarding
protection of the lender’s interest in the property and rights under the
security document reads:
Figure: 7 TAC §90.403(c)(12)
(13) Assignment of miscellaneous proceeds and forfeiture.
The model provision regarding the assignment of miscellaneous pro-
ceeds and forfeiture reads:
Figure: 7 TAC §90.403(c)(13)
(14) Forbearance not a waiver. The model provision spec-
ifying that the borrower is not released from liability if the lender mod-
ies the payment schedule reads: "My successors and I will not be
released from liability if you extend the time for payment or modify
the payment schedule. If I pay late, you will not have to sue me or my
successor to require timely future payments. You may refuse to extend
time for payment or modify this Loan Agreement even if I request it.
If you do not enforce your rights every time, you may enforce them
later."
(15) Joint and several liability, security document execu-
tion, successors obligated. The model provision regarding joint and
several liability and specifying that the person who signs the contract
grants his ownership in the homestead and binds his successors and as-
signs reads:
Figure: 7 TAC §90.403(c)(15)
(16) Extension of credit charges. The model provision re-
garding the extension of credit charges reads:
Figure: 7 TAC §90.403(c)(16)
(17) Delivery of notices. The model provision regarding
the delivery of notices reads: "Under the Loan Agreement, you and I
will give notices to each other in writing. Any notice under the Loan
Agreement will be considered given to me when it is mailed by rst
class mail or when actually delivered to me at my address if given by
another means. You will give notice to My Homestead address un-
less I provide you a different address. I will notify you promptly of
any change of address. I will comply with any reasonable procedure
for giving a change of address that you provide. There will only be
one address for notice under the Loan Agreement. Notice to me will
be considered notice to all persons who are obligated under the Loan
Agreement unless Applicable Law requires a separate notice. I may
give you notice by delivering or mailing it by rst class mail to the ad-
dress provided by you, unless you require a different procedure. You,
however, will not receive notice under the Loan Agreement until you
actually receive it. Legal requirements governing notices subject to the
Loan Agreement will prevail over conditions in the Loan Agreement."
(18) Governing law and severability. The model provision
regarding the law governing the contract, stating that if any part of the
contract is declared invalid, the rest of the contract remains valid reads:
"The Loan Agreement will be governed by Texas law and federal law.
If any provision in the Loan Agreement conicts with any legal re-
quirement, all non-conicting provisions will remain effective."
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(19) Rules of construction. The model provision regarding
rules of clause construction reads:
Figure: 7 TAC §90.403(c)(19)
(20) Loan agreement copies. The model provision speci-
fying that the lender will give the borrower a copy of all signed docu-
ments at the time the loan agreement is made reads: "At the time the
Loan Agreement is made, you will give me copies of all documents I
sign."
(21) Transfer of interest in property. The model provision
regarding a transfer of interest in the property reads: ""Interest in
My Homestead" means any legal or benecial interest. This term in-
cludes those benecial interests transferred in a bond for deed, contract
for deed, installment sales contract or escrow agreement (the intent of
which is the transfer of title by me at a future date to a purchaser). If any
part of My Homestead is sold or transferred without your prior written
permission, you may require immediate payment of all I owe. You will
not exercise this option if disallowed by Applicable Law. If you accel-
erate, you will give me notice. The notice of acceleration will allow
me at least 21 days from the date the notice is given to pay all I owe. If
I fail to timely pay all I owe, you may pursue any remedy allowed by
the Loan Agreement without further notice or demand."
(22) Borrower’s right to reinstate after acceleration. The
model provision regarding the borrower’s right to reinstate after accel-
eration reads:
Figure: 7 TAC §90.403(c)(22)
(23) Sale of note, change of loan servicer, notice of
grievance, lender’s right to comply. The model provision regarding
the sale of the loan, change of loan servicer, notice of grievance, and
the lender’s right to comply reads:
Figure: 7 TAC §90.403(c)(23)
(24) Hazardous substances. The model provision regard-
ing hazardous substances reads:
Figure: 7 TAC §90.403(c)(24)
(25) Acceleration and remedies. The model provision re-
garding acceleration and remedies reads:
Figure: 7 TAC §90.403(c)(25)
(26) Power of sale. The model provision regarding the
power of sale reads:
Figure: 7 TAC §90.403(c)(26)
(27) Release. The model provision regarding the release of
the lien securing the loan agreement reads: "You will cancel and return
the Note to and give me, in recordable form, a release of lien securing
the Loan Agreement or a copy of any endorsement of the Note and as-
signment of the lien to a lender that is renancing the Loan Agreement.
I will pay only the cost of recording the release of lien. My acceptance
of the release or endorsement and assignment will end all of your du-
ties under Section 50(a)(6), Article XVI of the Texas Constitution."
(28) Non-recourse liability. The model provision specify-
ing that the loan agreement is given without personal liability against
each owner of the homestead and against the spouse of each owner
reads:
Figure: 7 TAC §90.403(c)(28)
(29) Proceeds. The model provision specifying that the
borrower has not been required to repay another debt with the proceeds
of the loan reads: "I am not required to apply the proceeds of the Loan
Agreement to repay another debt except a debt secured by My Home-
stead or a debt to another lender."
(30) No assignment of wages. The model provision speci-
fying that the borrower has not assigned wages as security for the loan
agreement reads: "I have not assigned wages as security for the Loan
Agreement."
(31) Acknowledgment of fair market value. The model
provision specifying that lender and the borrower have agreed in writ-
ing to the fair market value of the homestead reads: "You and I agreed
in writing to the fair market value of My Homestead on the date of the
Loan Agreement."
(32) Trustees and trustee liability. The model provision re-
garding trustees and trustee liability reads:
Figure: 7 TAC §90.403(c)(32)
(33) Waiver of additional collateral. The model provision
regarding the lender’s waiving additional collateral reads:
Figure: 7 TAC §90.403(c)(33)
(34) Default. The model default provision reads: "Any
default of my agreements with you will be a default of this Security
Document."
(35) Signature blocks. The model provision regarding sig-
nature blocks reads:
Figure: 7 TAC §90.403(c)(35)
(36) Non-purchase disclosure. The model provision indi-
cating that the security document does not nance a purchase transac-
tion should appear at the beginning of the document, below the heading
and prior to the denitions section. The model non-purchase disclosure
provision reads: "This Security Document is not intended to nance
Borrower’s acquisition of the Property."
(37) Notice of condentiality rights clause. On or after Jan-
uary 1, 2004, the security document must incorporate a "Notice of Con-
dentiality Rights" disclosure. The disclosure or notice must:
(A) appear on the rst page of the security document;
(B) be in at least 12-point boldfaced type or 12-point
uppercase lettering; and
(C) be substantially similar to the required notice
or disclosure under §11.008(b) of the Texas Property Code. The
model notice of condentiality rights clause reads: "NOTICE OF
CONFIDENTIALITY RIGHTS: I MAY REMOVE OR STRIKE
MY SOCIAL SECURITY NUMBER OR MY DRIVER’S LICENSE
NUMBER FROM THIS DOCUMENT BEFORE IT IS FILED IN
THE PUBLIC RECORDS."
§90.404. Permissible Changes.
(a) A licensed lender may consider making the following types
of changes to the second lien home equity loans plain language model
clauses:
(1) The addition of information related to information set
forth in the model clauses that is not otherwise prohibited by law.
(2) Substituting another term for "Lender" or "Borrower"
that has the same meaning, or use of pronouns such as "you," "we,"
and "us."
(3) The model clauses may be presented in any order, and
may be combined or further segregated at the licensee’s option.
(4) Inserting descriptive headings or number provisions.
(5) Changing the case of a word if otherwise permitted by
the Texas Finance Code.
(6) Other changes which do not affect the substance of the
disclosures.
PROPOSED RULES May 12, 2006 31 TexReg 3811
(7) A sample model note is presented in the following ex-
ample.
Figure: 7 TAC §90.404(a)(7)
(8) A sample model security document is presented in the
following example.
Figure: 7 TAC §90.404(a)(8)
(b) An authorized licensee has considerable exibility to ar-
range the format of the model form if the revised format does not signif-
icantly adversely affect the substance, clarity, or meaningful sequence
of the disclosures.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER E. SECOND LIEN PURCHASE
MONEY LOANS (SUBCHAPTER G)
7 TAC §§90.501 - 90.504
The Finance Commission of Texas proposes new 7 TAC Chapter
90, Subchapter E, §§90.501 - 90.504, concerning plain language
contract provisions for Texas Finance Code, Chapter 342 trans-
actions. The new rules contained in 7 TAC §§90.501 - 90.504
outline model plain language provisions for second lien purchase
money loans (Subchapter G).
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC Subchapter Q, §1.1231
and §§1.1235 - 1.1237. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
In general, the purpose of §§90.501 - 90.504 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts is optional. However, should a lender choose
not to use the model contracts, contracts must be submitted to
the agency in accordance with the provisions of 7 TAC §90.104.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
New 7 TAC §§90.501 - 90.504 include plain language contract
provisions, disclosures, model clauses, permissible changes,
and model contracts for Chapter 342, Subchapter G second lien
purchase money loans.
Section 90.501 (current §1.1231) outlines the purpose of new
Subchapter E, which is to provide model plain language for sec-
ond lien purchase money loans (Chapter 342, Subchapter G).
Section 90.502 (current §1.1235) identies the types of provi-
sions that may be included in a Subchapter G second lien pur-
chase money loan contract.
Section 90.503 (current §1.1236) contains the model clauses.
These clauses are the agency’s interpretation of a plain lan-
guage version of typical contract provisions for these transac-
tions.
Section 90.503(b)(12) concerning credit insurance has been
revised in order to clarify the optional language with respect to
past due premiums. Although four times is the industry standard
regarding the relationship between total past due premiums and
the rst month’s premium in this equation, the lender does have
the opportunity to use a different number or time frame if more
appropriate. Thus, "four times" has been removed from the
optional language quoted and replaced with "(insert number)."
The corresponding gures contained in §90.503(b)(12) and
§90.504(a)(7) have also been revised to reect this change (see
§90.504 below).
Section 90.503(b)(21) has been revised concerning the security
document/prior agreements provision to correct an oversight. As
required by Texas Business and Commerce Code, §26.02, the
following language has been added to the rule: "For loan agree-
ments exceeding $50,000, this notice must be boldfaced, capi-
talized, or otherwise set out from the surrounding written material
to be conspicuous." This model clause concerning prior agree-
ments has been bolded in the corresponding model contracts
contained in §90.504(a)(7) and (8) (see §90.504 below).
Section 90.503(c)(21) concerning partial invalidity has been re-
vised in order to clarify the model language with respect to the re-
funding of excess interest. The corresponding gures contained
in §90.503(c)(21) and §90.504(a)(8) have also been revised to
reect this change (see §90.504 below).
Section 90.504 (current §1.1237) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides licensees with exibility in us-
ing a model contract and includes gures containing entire plain
language model contracts for Subchapter G purchase money
home equity loan contracts. Licensees may use additional doc-
uments, including afdavits, in connection with the model doc-
uments contained in this rule. The additional documents may
provide the parties with additional certainty on certain issues.
Licensees may change the model documents so that they are in
compliance with Mortgage Electronic Registration Systems, Inc.
("MERS").
The model contract contained in §90.504(a)(7) has been re-
vised concerning credit insurance to reect a clarication for
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the optional language with respect to past due premiums (see
explanation under §90.503 above). This model contract has
also been revised by bolding the model clause concerning prior
agreements in order to correct an oversight (see explanation
under §90.503 above).
The model contract contained in §90.504(a)(8) has been revised
concerning partial invalidity to reect a clarication for the refund-
ing of excess interest (see §90.503 above). This model contract
has also been revised by bolding the model clause concerning
prior agreements in order to correct an oversight (see explana-
tion under §90.503 above).
Because these rules provide model clauses and model con-
tracts, licensees are not required to adopt the model language
contained in the rules. However, for those licensees utilizing the
model contracts, the prior model language is acceptable and
the agency will permit licensees to use the prior model language
(without a non-standard contract submission) until September
15, 2007, to deplete supplies of existing forms during a transition
period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
However, should a licensee decide to modify its contract forms
based on the revisions to the model contracts, additional eco-
nomic costs may be incurred as a consequence of §§90.501 -
90.504. The potential additional costs resulting from a licensee’s
decision to implement the revised model language are limited to
costs associated with copying a contract and costs attributable
to loss of obsolete forms in inventory. Potential additional copy
costs are estimated to be approximately $0.30 - $0.40 per con-
tract. There would be no adverse effect on small businesses as
compared to the effect on large businesses for those licensees
choosing to modify their contracts.
Some licensees who use or lease specialized computer soft-
ware programs for their loan business may experience some
additional costs. These costs are impossible to predict. The
agency has attempted to lessen these costs by providing the
software programmers with the text of the contracts. Whether
programmers will use the adopted form or submit non-standard
contracts for review is not predictable. Whether the program-
mers will charge an additional fee for a contract they do not have
to draft is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ter G.
§90.501. Purpose.
(a) The purpose of the rules contained in this subchapter is
to provide a model plain language contract in English for Texas Fi-
nance Code, Chapter 342, Subchapter G purchase money loan trans-
actions. The establishment of model provisions for these transactions
will encourage use of simplied wording that will ultimately benet
consumers by making these contracts easier to understand. Use of the
"plain language" model contract by a licensee is not mandatory. The
licensee, however, may not use a contract other than a model contract
unless the licensee has submitted the contract to the commissioner in
compliance with §90.104 of this title. The commissioner shall issue
an order disapproving the contract if the commissioner determines the
contract does not comply with this section or rules adopted under this
section. A licensee may not claim the commissioner’s failure to disap-
prove a contract constitutes an approval.
(b) The provisions in this subchapter are intended to constitute
a complete plain language Chapter 342, Subchapter G purchase money
loan contract; however, a licensee is not limited to the contract provi-
sions addressed by these rules.
§90.502. Contract Provisions.
(a) A Chapter 342, Subchapter G purchase money loan trans-
action may include, but is not limited to, the following contract provi-
sions to the extent not prohibited by law or regulation. If the licensee
desires to exercise its rights under one of the following provisions, it
must include that provision in the contract. A licensee who does not
desire to apply a provision is not required to include it in the contract.
For example, a licensee who does not assess a fee for dishonored checks
may omit the dishonored check fee clause. A licensee may also exclude
non-relevant portions of a model clause. For example, a licensee who
does not routinely nance certain insurance coverages may omit those
non-applicable portions of the model clause. A Chapter 342, Subchap-
ter G second lien purchase money loan transaction may contain the
following provisions:
(1) Identication of the parties, including the name and ad-
dress of each party and specifying the pronouns that designate the bor-
rower and the lender, and the property address.
(2) A Truth in Lending Act (TILA) disclosure box;
(3) An Itemization of Amount Financed box;
(4) A promise to pay;
(5) A late charge provision;
(6) A provision for after maturity interest;
(7) A prepayment clause;
(8) A provision specifying the nance charge earnings and
refund method;
PROPOSED RULES May 12, 2006 31 TexReg 3813
(9) A provision contracting for a fee for a dishonored
check;
(10) A provision specifying the conditions causing default;
(11) A provision regarding property insurance;
(12) A credit insurance disclosure box;
(13) A provision regarding the mailing of notices to the
borrower;
(14) A provision regarding the due on sale clause, notice of
intent to accelerate, and notice of acceleration;
(15) A provision expressing no waiver of the licensee’s
rights;
(16) A collection expense clause;
(17) A provision providing for joint liability;
(18) A usury savings clause;
(19) A savings clause stating that if any part of the loan
agreement is declared invalid, the rest remains valid;
(20) An integration clause stating that the contract super-
sedes all prior agreements and that the contract may not be changed by
oral agreement;
(21) A provision stating that the property described in the
loan agreement is subject to the lien of the security document;
(22) A provision specifying that federal law and Texas law
apply to the contract;
(23) Complaints and inquiries notice;
(24) A provision describing the collateral; and
(25) Signature blocks.
(b) The security document for a Chapter 342, Subchapter G
second lien purchase money loan contract may contain the following
provisions:
(1) A denitions section;
(2) A provision regarding the secured nature of the agree-
ment;
(3) A provision regarding the transfer of rights in the prop-
erty;
(4) Borrower and Lender’s promise;
(5) A provision regarding late charges and prepayment of
principal and interest;
(6) A provision regarding the funds for escrow items;
(7) A provision regarding charges and liens;
(8) A provision regarding property insurance;
(9) A provision regarding preservation, maintenance, pro-
tection, and inspection of the property;
(10) A provision regarding protection of the lender’s inter-
est in the property and rights under the security document;
(11) A provision regarding the assignment of miscella-
neous proceeds and forfeiture;
(12) A provision specifying that the borrower is not re-
leased from liability if the lender modies the payment schedule;
(13) A provision regarding joint and several liability and
specifying that the person who signs the contract grants his ownership
in the homestead and binds his successors and assigns;
(14) A provision regarding the extension of credit charges;
(15) A provision regarding the delivery of notices;
(16) A provision regarding the law governing the contract,
stating that if any part of the contract is declared invalid, the rest of the
contract remains valid;
(17) A provision regarding rules of clause construction;
(18) A provision specifying that the lender will give the
borrower a copy of all signed documents at the time the loan agreement
is made;
(19) A provision regarding a transfer of interest in the prop-
erty;
(20) A provision regarding the borrower’s right to reinstate
after acceleration;
(21) A provision regarding the sale of the loan, change of
loan servicer, notice of grievance, and the lender’s right to comply;
(22) A provision regarding hazardous substances;
(23) A provision regarding acceleration and remedies;
(24) A provision regarding the assignment of rents, ap-
pointment of receiver, and lender in possession;
(25) A provision regarding power of sale;
(26) A provision regarding the release of the lien securing
the loan agreement;
(27) A provision regarding the lender’s rights and the bor-
rower’s responsibilities;
(28) A provision regarding trustees and trustee liability;
(29) A default provision;
(30) A provision regarding subrogation;
(31) A provision regarding what happens if the sum se-
cured and other charges violate applicable law;
(32) A request for notice of default and foreclosure under
superior mortgages or security documents provision;
(33) Signature blocks;
(34) An acknowledgment; and
(35) A provision regarding notice of condentiality rights.
§90.503. Model Clauses.
(a) Generally. These model clauses are the plain language ren-
dition of contract clauses that have typically been stated in technical
legal terms. Nothing in this regulation prohibits a contract from in-
cluding provisions that provide more favorable results for the borrower
than those that would result from the use of a model clause.
(b) For a Chapter 342, Subchapter G second lien purchase
money loan contract:
(1) The model identication clause lists the account or con-
tract number, the name and address of the creditor or lender, the date
of the note, the name and address of the borrower, and the property ad-
dress. The model clause identifying the pronouns used for the borrower
and lender reads: "A word like "I" or "me" means each person who
signs as a Borrower. A word like "you" or "your" means the Lender
or "Note Holder"." "The Lender is _________. The Lender may sell
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or transfer this Note. The Lender or anyone who is entitled to receive
payments under this Note is called the "Note Holder." You will tell me
in writing who is to receive my payments."
(2) The model Truth in Lending Act (TILA) disclosure box
reads:
Figure: 7 TAC §90.503(b)(2)
(3) Itemization of Amount Financed box. The itemization
of amount nanced box is not required if the licensee provides the bor-
rower with a good faith estimate or a settlement statement as permitted
by the Truth in Lending Act. An itemization of amount nanced box
which complies with Regulation Z is considered to be in compliance
with this paragraph and will not require a non-standard submission.
(4) Promise to pay. One permissible change to the model
language for the scheduled installment earnings method would be to
allow partial prepayments of the principal during the term of the loan.
This variation on the scheduled installment earnings method would al-
low periodic reductions of the principal balance by partial prepayments.
This variation would allow reductions of the principal balance that were
not originally scheduled. The model clause options for the borrower’s
promise to pay read:
(A) For contracts using the scheduled installment earn-
ings method: "I promise to pay the Total of Payments to the order of
you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(B) For contracts using the true daily earnings method:
"I promise to pay the cash advance plus the accrued interest to the order
of you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(5) Late charge. Licensees using contracts using the true
daily earnings method are not permitted to assess a late charge. The
model late charge provision for contracts using the scheduled install-
ment earnings method reads: "If I don’t pay all of a payment within 10
days after it is due, you can charge me a late charge. The late charge
will be 5% of the scheduled payment."
(6) After maturity interest. The model clause species the
maximum interest rate allowed by law for after maturity interest. A
creditor may always choose a lower rate. The model provision for after
maturity interest reads: "If I don’t pay all I owe when the nal payment
becomes due, I will pay interest on the amount that is still unpaid. That
interest will be the higher of the rate of 18% per year or the maximum
rate allowed by law. That interest will begin the day after the nal
payment becomes due."
(7) Prepayment clause. The model prepayment clause op-
tions read:
(A) For contracts using the scheduled installment earn-
ings method: "I can make a whole payment early. Unless you agree
otherwise in writing, I may not skip payments. If I make a payment
early, my next payment will still be due as scheduled."
(B) For contracts using the true daily earnings method:
"I can make any payment early. Unless you agree otherwise in writing,
I may not skip payments. If I make a payment early, my next payment
will still be due as scheduled."
(8) Finance charge and refund method. The model provi-
sion options specifying the nance charge earnings and refund method
read:
(A) For contracts using the scheduled installment earn-
ings method - Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.503(b)(8)(A)
(B) For contracts using the scheduled installment earn-
ings method with prepayments option - Section 342.301 rate loans, the
model language reads:
Figure: 7 TAC §90.503(b)(8)(B)
(C) For contracts using the true daily earnings method
- Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.503(b)(8)(C)
(9) Dishonored check fee. The model clause species the
maximum allowable dishonored check fee. A creditor may always
choose a lesser amount. The model dishonored check fee provision
reads: "I agree to pay you a fee of up to $30 for a returned check. You
may add the fee to the amount I owe or collect it separately."
(10) Default clause. The model provision specifying the
conditions causing default reads:
Figure: 7 TAC §90.503(b)(10)
(11) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.503(b)(11)
(12) Credit insurance. If single premium credit insurance
is offered, a permissible change to the disclosure can be to offer a single
charge for the entire term of the loan. The term for the single premium
charge should be shown for the original term of the loan, unless other-
wise specied. The licensee has the option of including language that
reads: "The insurance will cancel on the date when the total past due
premiums equal or exceed (insert number) times the rst month’s pre-
mium." The industry standard regarding the relationship between total
past due premiums and the rst month’s premium in this equation ap-
pears to be four (4) times. However, if a different time frame is more
appropriate, that time frame may be used. The model credit insurance
disclosure box reads:
Figure: 7 TAC §90.503(b)(12)
(13) Mailing of notices to borrower. The duty to give no-
tice is satised when it is mailed by rst class mail. The model pro-
vision regarding the mailing of notices to the borrower reads: "You or
I may mail or deliver any notice to the address above. You or I may
change the notice address by giving written notice. Your duty to give
me notice will be satised when you mail it."
(14) Due on sale clause, notice of intent to accelerate, and
notice of acceleration. The model provision regarding the due on sale
clause, notice of intent to accelerate, and notice of acceleration reads:
"If all or any interest in the Property is sold or transferred without your
prior written consent, you may require immediate payment in full of
all that I owe under this Loan Agreement. You will not exercise this
option if prohibited by law. If you exercise this option, you will give
me notice that you are demanding immediate payment of all that I owe.
This notice will give me a period of not less than 21 days from the date
of the notice within which I must pay all that I owe under this Loan
Agreement. If I fail to pay all that I owe before the end of this period,
you may use any remedy allowed by the Loan Agreement."
(15) No waiver of lender’s rights. The model provision
expressing no waiver of the lender’s rights reads: "If you don’t enforce
your rights every time, you can still enforce them later."
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(16) Collection expenses clause. The model collection ex-
penses clause reads: "If you require me to pay all that I owe at once,
you will have the right to be paid back by me for all of your costs and
expenses in enforcing this Loan Agreement to the extent not prohibited
by Applicable Law. These expenses include, for example, reasonable
attorneys’ fees."
(17) Joint liability. The model provision providing for joint
liability reads: "I understand that you may seek payment from only me
without rst looking to any other Borrower."
(18) Usury savings clause. The model usury savings clause
reads: "I do not have to pay interest or other amounts that are more than
Applicable Law allows."
(19) Savings clause. The model clause stating that if any
part of the contract is invalid, the rest remains valid reads: "If any
part of this Loan Agreement is declared invalid, the rest of the Loan
Agreement remains valid. If any part of this Loan Agreement conicts
with law, that law will control. The part of the Loan Agreement that
conicts with the law will be modied to comply with the law. The rest
of the Loan Agreement remains valid."
(20) Contract supersedes prior agreements. For loan agree-
ments exceeding $50,000.00, this notice must be boldfaced, capital-
ized, or otherwise set out from the surrounding written material to be
conspicuous. The model integration clause providing that the contract
supersedes prior agreements reads: "This written Loan Agreement is
the nal agreement between you and me and may not be changed by
prior, current, or future oral agreements between you and me. There are
no oral agreements between you and me relating to this Loan Agree-
ment. Any change to this agreement must be in writing. Both you and
I have to sign written agreements."
(21) Security document. The model provision stating
that the property described in the loan agreement is subject to the
lien of the security document reads: "In addition to the protections
given to the Note Holder under this Note, a Security Document, dated
______________, protects the Note Holder from possible losses that
might result if I do not keep the promises that I make in this Note. The
Security Document describes how and under what conditions I may
be required to make immediate payment in full of any amounts that I
owe under this Note."
(22) Application of law. The model clause specifying that
federal law and Texas law apply to the contract reads: "Federal law and
Texas law apply to this Loan Agreement."
(23) Complaints and inquiries notice. The model com-
plaints and inquiries notice reads: "The (name of Lender or Note
Holder) is licensed and examined under the laws of the State of Texas
and by state law is subject to regulatory oversight by the Ofce of
Consumer Credit Commissioner. Any consumer wishing to le a com-
plaint against the (name of Lender or Note Holder) should contact the
Ofce of Consumer Credit Commissioner through one of the means
indicated below: In Person or U.S. Mail: 2601 North Lamar Boule-
vard, Austin, Texas 78705-4207; Telephone No.: (800) 538-1579; Fax
No.: (512) 936-7610; E-mail: consumer.complaints@occc.state.tx.us;
Website: www.occc.state.tx.us."
(24) Clause describing collateral. The model provision de-
scribing the collateral reads: "The collateral described above by the
property address is subject to the lien of the Security Document."
(25) Signature blocks. The licensee may also provide ad-
ditional signature lines for witness signatures. The model provision
regarding signature blocks reads.
Figure: 7 TAC §90.503(b)(25)
(c) For the security document for a Chapter 342, Subchapter
G second lien purchase money loan contract:
(1) The model denitions section reads:
(A) ""Loan Agreement" means the Note, Security Doc-
ument, deed of trust, any other related document, or any combination
of those documents, under which you have made a loan to me.
(B) "Security Document" means this document, which
is dated ________, together with all Riders to this document.
(C) "I" or "me" means
_________________________________________, the grantor
under this Security Document and the person who signed the
Note ("Borrower").
(D) "You" means
__________________________________________, the Lender and
any holder entitled to receive payments under the Note. Your address
is _________________________________________. You are the
beneciary under this Security Document.
(E) "Trustee" is ______________________________.
Trustee’s address is _________________________________.
(F) "Note" means the Purchase Money Note
signed by me and dated ______________. The Note states
that the amount I owe you is _________________ dollars (U.S.
$______) plus interest. I have promised to pay this debt in reg-
ular Periodic Payments and to pay the debt in full not later than
____________________________________ (maturity date).
(G) "Property" means the real estate that is described
below under the heading "Transfer of Rights in the Property."
(H) "Riders" means all Riders to this Security Docu-
ment that I execute.
Figure: 7 TAC §90.503(c)(1)(H)
(I) "Applicable Law" means all controlling applicable
federal, Texas and state constitutions, statutes, regulations, adminis-
trative rules, local ordinances, judicial and administrative orders (that
have the effect of law) as well as all applicable nal, non-appealable
judicial opinions.
(J) "Community Association Dues, Fees, and Assess-
ments" means all dues, fees, assessments and other charges that are
imposed on me or the Property by a condominium association, home-
owners association or similar organization.
(K) "Electronic Funds Transfer" means any transfer of
funds, other than a transaction originated by check, draft, or similar pa-
per instrument, which is initiated through an electronic terminal, tele-
phonic instrument, computer, or magnetic tape so as to order, instruct,
or authorize a nancial institution to debit or credit an account. The
term includes point-of-sale transfers, automated teller machine trans-
actions, transfers initiated by telephone, wire transfers, and automated
clearinghouse transfers.
(L) "Escrow Items" means those items that are de-
scribed in Section ___ of this Security Document.
(M) "Miscellaneous Proceeds" means any compensa-
tion, settlement, award of damages, or proceeds paid by any third party
(other than proceeds paid under my insurance) for: damage or destruc-
tion of the Property; condemnation or other taking of all or any part of
the Property; conveyance instead of condemnation; or misrepresenta-
tions or omissions related to the value or condition of the Property.
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(N) "Periodic Payment" means the regularly scheduled
amount due for principal and interest under the Note plus any amounts
under this Security Document.
(O) "RESPA" means the Real Estate Settlement Proce-
dures Act (12 U.S.C. §2601 et seq.) and Regulation X (24 C.F.R. Part
3500), as they might be amended from time to time, or any additional or
successor legislation or regulation that governs the same subject matter.
As used in this Security Document, "RESPA" refers to all requirements
and restrictions that are imposed in regard to a "federally related mort-
gage loan" even if the Loan Agreement does not qualify as a "federally
related mortgage loan" under RESPA.
(P) "Successor in Interest of me" means any party that
has taken title to the Property, whether or not that party has assumed
my obligations under the Loan Agreement.
(Q) "Ground Rents" means amounts I owe if I rented the
real property under the buildings covered by this Security Document.
Such an arrangement usually takes the form of a long-term "ground
lease"."
(2) Secured agreement. The model provision regarding the
secured nature of the agreement reads: "To secure this Loan Agree-
ment, I give you a security interest in the Property including existing
and future improvements, easements, xtures, attachments, replace-
ments and additions to the Property, insurance refunds, and proceeds."
(3) Transfer of rights in the property. The model provision
regarding a transfer of rights in the property reads:
Figure: 7 TAC §90.503(c)(3)
(4) Borrower and Lender’s promise. The model provision
regarding the borrower and lender’s promise to comply with the terms
of the security document reads: "YOU AND I PROMISE:".
(5) Late charges and prepayment. The model provision re-
garding late charges and prepayment of principal and interest reads:
Figure: 7 TAC §90.503(c)(5)
(6) Funds for escrow items. The model provision regarding
the funds for escrow items reads:
Figure: 7 TAC §90.503(c)(6)
(7) Charges and liens. The model provision regarding
charges and liens reads:
Figure: 7 TAC §90.503(c)(7)
(8) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.503(c)(8)
(9) Preservation, maintenance, protection, and inspection
of the property. The model provision regarding preservation, main-
tenance, protection, and inspection of the property reads: "I will not
destroy, damage or impair the Property, allow it to deteriorate, or com-
mit waste. Whether or not I live in the Property, I will maintain it in
order to prevent it from deteriorating or decreasing in value due to its
condition. I will promptly repair the damage to the Property to avoid
further deterioration or damage unless you and I agree in writing that
it is economically unreasonable. I will be responsible for repairing or
restoring the Property only if you release the insurance or condemna-
tion proceeds for the damage to or the taking of the Property. You may
release proceeds for the repairs and restoration in a single payment or
in a series of payments as the work is completed. I still am obligated
to complete repairs or restoration of the Property even if there are not
enough proceeds to complete the work. If this Security Document se-
cures a unit in a condominium or planned unit development, I will per-
form all of my obligations under the declaration or covenants creating
or governing the condominium or planned unit development, and any
other relevant document. You or your agent may inspect the Property.
You may inspect the interior of the Property with reasonable cause.
You will give me notice stating reasonable cause when or before the
interior inspection occurs."
(10) Protection of lender’s interest in the property and
rights under the security document. The model provision regarding
protection of the lender’s interest in the property and rights under the
security document reads:
Figure: 7 TAC §90.503(c)(10)
(11) Assignment of miscellaneous proceeds and forfeiture.
The model provision regarding the assignment of miscellaneous pro-
ceeds and forfeiture reads:
Figure: 7 TAC §90.503(c)(11)
(12) Forbearance not a waiver. The model provision spec-
ifying that the borrower is not released from liability if the lender mod-
ies the payment schedule reads: "My successors and I will not be
released from liability if you extend the time for payment or modify
the payment schedule. If I pay late, you will not have to sue me or my
successor to require timely future payments. You may refuse to extend
time for payment or modify this Loan Agreement even if I request it.
If you do not enforce your rights every time, you may enforce them
later."
(13) Joint and several liability, security document execu-
tion, successors obligated. The model provision regarding joint and
several liability and specifying that the person who signs the contract
grants his ownership in the property and binds his successors and as-
signs reads:
Figure: 7 TAC §90.503(c)(13)
(14) Extension of credit charges. The model provision for
the extension of credit charges reads:
Figure: 7 TAC §90.503(c)(14)
(15) Delivery of notices. The model provision regarding
the delivery of notices reads: "Under the Loan Agreement, you and I
will give notices to each other in writing. Any notice under the Loan
Agreement will be considered given to me when it is mailed by rst
class mail or when actually delivered to me at my address if given
by another means. You will give notice to the Property address un-
less I provide you a different address. I will notify you promptly of
any change of address. I will comply with any reasonable procedure
for giving a change of address that you provide. There will only be
one address for notice under the Loan Agreement. Notice to me will
be considered notice to all persons who are obligated under the Loan
Agreement unless Applicable Law requires a separate notice. I may
give you notice by delivering or mailing it by rst class mail to the ad-
dress provided by you, unless you require a different procedure. You,
however, will not receive notice under the Loan Agreement until you
actually receive it. Legal requirements governing notices subject to the
Loan Agreement will prevail over conditions in the Loan Agreement."
(16) Governing law and severability. The model provision
regarding the law governing the contract, stating that if any part of the
contract is declared invalid, the rest of the contract remains valid reads:
"The Loan Agreement will be governed by Texas law and federal law.
If any provision in the Loan Agreement conicts with any legal re-
quirement, all non-conicting provisions will remain effective."
(17) Rules of construction. The model provision regarding
rules of clause construction reads:
Figure: 7 TAC §90.503(c)(17)
(18) Loan agreement copies. The model provision speci-
fying that the lender will give the borrower a copy of all signed docu-
ments at the time the loan agreement is made reads: "At the time the
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Loan Agreement is made, you will give me copies of all documents I
sign."
(19) Transfer of interest in property. The model provision
regarding a transfer of interest in the property reads: ""Interest in
the Property" means any legal or benecial interest. This term in-
cludes those benecial interests transferred in a bond for deed, contract
for deed, installment sales contract or escrow agreement (the intent of
which is the transfer of title by me at a future date to a purchaser). If
any part of the Property is sold or transferred without your prior written
permission, you may require immediate payment of all I owe. You will
not exercise this option if disallowed by Applicable Law. If you accel-
erate, you will give me notice. The notice of acceleration will allow
me at least 21 days from the date the notice is given to pay all I owe. If
I fail to timely pay all I owe, you may pursue any remedy allowed by
the Loan Agreement without further notice or demand."
(20) Borrower’s right to reinstate after acceleration. The
model provision regarding the borrower’s right to reinstate after accel-
eration reads:
Figure: 7 TAC §90.503(c)(20)
(21) Sale of note, change of loan servicer, notice of
grievance, lender’s right to comply. The model provision regarding
the sale of the loan, change of loan servicer, notice of grievance, and
the lender’s right to comply reads: "A full or partial interest in the
Loan Agreement can be sold one or more times without prior notice
to me. The sale may result in a change of the company servicing or
handling the Loan Agreement. The company servicing or handling the
Loan Agreement will collect my monthly payment and will comply
with other servicing conditions required by the Loan Agreement or
Applicable Law. In some cases, the company servicing or handling
the Loan Agreement may change even if the Loan Agreement is not
sold. If the company servicing or handling the Loan Agreement is
changed, I will be given written notice of the change. The notice will
state the name and address of the new company, the address to which
my payments should be made, and any other information required by
RESPA. Any notice of acceleration and opportunity to cure under the
Loan Agreement will satisfy the notice and opportunity to address the
alleged violation provisions of this Section. No agreement between
you and me or any third party will limit your ability to comply with
your duties under the Loan Agreement and the Applicable Law. You
and I are limiting all agreements so that all current or future interest or
fees in connection with this Loan Agreement will not be greater than
the highest amount allowed by Applicable Law. You and I intend to
conform the Loan Agreement to the provisions of Applicable Law.
If any part of the Loan Agreement is in conict with the Applicable
Law, then that part will be corrected or removed. This correction will
be automatic and will not require any amendment or new document.
Your right to correct any violation will survive my paying off the
Loan Agreement. My right to correct will override any conicting
provision of the Loan Agreement. Your right-to-comply as provided
in this Section will survive the payoff of the Loan Agreement. The
provisions of this Section will supersede any inconsistent provision of
the Loan Agreement."
(22) Hazardous substances. The model provision regard-
ing hazardous substances reads:
Figure: 7 TAC §90.503(c)(22)
(23) Acceleration and remedies. The model provision re-
garding acceleration and remedies reads:
Figure: 7 TAC §90.503(c)(23)
(24) Assignment of rents, appointment of receiver, lender
in possession. The model provision regarding assignment of rents, ap-
pointment of receiver, and lender in possession reads: "As additional
security, I assign to you the rents of the Property, provided that I have
the right, prior to acceleration or abandonment of the Property, to col-
lect and retain the rents as they become due. Upon acceleration or
abandonment, you, by agent or by court-appointed receiver, will be en-
titled to enter, take possession, manage the Property, and collect due
and past due rents. All rents you or the court-appointed receiver col-
lect will be applied rst to payment of the costs of management of the
Property and collection of rents, including receiver’s fees, premiums on
receiver’s bonds, and reasonable attorneys’ fees, and then to the sums
secured by this Security Document. You and the receiver will be liable
to account only for rents received."
(25) Power of sale. Lender has the option to choose word-
ing to indicate that a Trustee’s deed will convey good title to the Prop-
erty that cannot be defeated. The model provision regarding the power
of sale reads:
Figure: 7 TAC §90.503(c)(25)
(26) Release. If the lender cannot return the note to the bor-
rower, the lender may provide the borrower with a discharge and release
of all obligations under the loan. The discharge must meet the require-
ments of Texas Finance Code, §342.454. The model provision regard-
ing the release of the lien securing the loan agreement reads: "Upon
payment of all that I owe under this Loan Agreement, you will cancel
and return the Note to me and give me, in recordable form, a release
of lien securing the Loan Agreement or a copy of any endorsement of
the Note and assignment of the lien to a lender that is renancing the
Loan Agreement. If you cannot, you will provide me with a discharge
and release of all obligations under the loan. I will pay only the cost of
recording the release of lien."
(27) Lender’s rights and borrower’s responsibilities. The
model provision specifying that each person who signs the document is
responsible for each promise and duty in the security document reads:
Figure: 7 TAC §90.503(c)(27)
(28) Trustees and trustee liability. The model provision re-
garding trustees and trustee liability reads:
Figure: 7 TAC §90.503(c)(28)
(29) Default. The model default provision reads: "Any
default of my agreements with you will be a default of this Security
Document."
(30) Subrogation. The model provision regarding subroga-
tion reads: "If I ask, you will use proceeds from the Loan Agreement
to pay off all valid outstanding liens against the Property. You will then
own all rights, superior titles, liens, and interests owned or claimed by
any owner or holder of an outstanding lien or debt. You own these
things whether the lien or debt is transferred to you or whether it is re-
leased by the holder upon payment."
(31) Partial invalidity. The model provision regarding
what happens if the sums secured and other charges violate applicable
law reads: "If any portion of the sums secured by this Security
Document cannot be lawfully secured, payments minus those sums
will be applied rst to the portions not secured. If any charge provided
for in this Loan Agreement, separately or together with other charges
that are considered part of this Loan Agreement, violates Applicable
Law, the charge is reduced to the extent necessary to eliminate the
violation. Lender will refund the amount of interest or other charges
paid to Lender in excess of the amount permitted by Applicable Law.
At Lender’s option, the amount in excess will either be refunded
directly to me or will be applied to reduce the principal of the debt."
(32) Request for notice of default and foreclosure under su-
perior mortgages or security documents. The model provision reads:
Figure: 7 TAC §90.503(c)(32)
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(33) Signature blocks. The model provision regarding sig-
nature blocks reads:
Figure: 7 TAC §90.503(c)(33)
(34) Acknowledgment. The model provision regarding the
acknowledgment reads:
Figure: 7 TAC §90.503(c)(34)
(35) Notice of condentiality rights clause. On or after Jan-
uary 1, 2004, the security document must incorporate a "Notice of Con-
dentiality Rights" disclosure. The disclosure or notice must:
(A) appear on the rst page of the security document;
(B) be in at least 12-point boldfaced type or 12-point
uppercase lettering; and
(C) be substantially similar to the required notice
or disclosure under §11.008(b) of the Texas Property Code. The
model notice of condentiality rights clause reads: "NOTICE OF
CONFIDENTIALITY RIGHTS: I MAY REMOVE OR STRIKE
MY SOCIAL SECURITY NUMBER OR MY DRIVER’S LICENSE
NUMBER FROM THIS DOCUMENT BEFORE IT IS FILED IN
THE PUBLIC RECORDS."
§90.504. Permissible Changes.
(a) A licensee may consider making the following types of
changes to the second lien purchase money loans plain language model
clauses:
(1) The addition of information related to information set
forth in the model clauses that is not otherwise prohibited by law.
(2) Substituting another term for "Lender" or "Borrower"
that has the same meaning, or use of pronouns such as "you," "we,"
and "us."
(3) The model clauses may be presented in any order, and
may be combined or further segregated at the licensee’s option.
(4) Inserting descriptive headings or number provisions.
(5) Changing the case of a word if otherwise permitted by
the Texas Finance Code.
(6) Other changes which do not affect the substance of the
disclosures.
(7) A sample model note is presented in the following ex-
ample.
Figure: 7 TAC §90.504(a)(7)
(8) A sample model security document is presented in the
following example.
Figure: 7 TAC §90.504(a)(8)
(b) A licensee has considerable exibility to arrange the for-
mat of the model form if the revised format does not signicantly ad-
versely affect the substance, clarity, or meaningful sequence of the dis-
closures.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER F. SECOND LIEN HOME
IMPROVEMENT CONTRACTS (SUBCHAPTER
G)
7 TAC §§90.601 - 90.604
The Finance Commission of Texas proposes new 7 TAC Chapter
90, Subchapter F, §§90.601 - 90.604, concerning plain language
contract provisions for Texas Finance Code, Chapter 342 trans-
actions. The new rules contained in 7 TAC §§90.601 - 90.604
outline model plain language provisions for second lien home
improvement loan contracts (Subchapter G).
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and will
be easier to nd. The new rules are substantially similar to the
rules pending repeal, as found in 7 TAC Subchapter Q, §1.1241
and §§1.1245 - 1.1247. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
In general, the purpose of §§90.601 - 90.604 is to implement the
provisions of Texas Finance Code §341.502, which requires con-
tracts for consumer loans under Chapter 342, whether in Eng-
lish or in Spanish, to be written in plain language. Use of the
model contracts is optional. However, should a lender choose
not to use the model contracts, contracts must be submitted to
the agency in accordance with the provisions of 7 TAC §90.104.
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
New 7 TAC §§90.601 - 90.604 include plain language contract
provisions, disclosures, model clauses, permissible changes,
and model contracts for Chapter 342, Subchapter G second lien
home improvement contracts.
Section 90.601 (current §1.1241) outlines the purpose of new
Subchapter F, which is to provide model plain language for sec-
ond lien home improvement contracts (Chapter 342, Subchapter
G).
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Section 90.602 (current §1.1245) identies the types of provi-
sions that may be included in a Subchapter G second lien home
improvement loan contract.
Section 90.603 (current §1.1246) contains the model clauses.
These clauses are the agency’s interpretation of a plain lan-
guage version of typical contract provisions for these transac-
tions.
Section 90.603(e)(24) has been revised concerning the prior
agreements provision to correct an oversight. As required by
Texas Business and Commerce Code, §26.02, the following
language has been added to the rule: "For loan agreements
exceeding $50,000, this notice must be boldfaced, capitalized,
or otherwise set out from the surrounding written material to be
conspicuous." The corresponding model contracts contained in
§90.604(a)(13) and (15) already had this language in bold and
did not need revision.
Section 90.603(f)(27) concerning partial invalidity has been re-
vised in order to clarify the model language with respect to the re-
funding of excess interest. The corresponding gures contained
in §90.603(f)(27) and §90.604(a)(16) have also been revised to
reect this change (see §90.604 below).
Section 90.604 (current §1.1247) outlines permissible changes
that can be made to a contract and still comply with the model
provisions. This section provides licensees with exibility in us-
ing a model contract and includes gures containing entire plain
language model contracts for Subchapter G second lien home
improvement loan contracts. Licensees may use additional doc-
uments, including afdavits, in connection with the model doc-
uments contained in this rule. The additional documents may
provide the parties with additional certainty on certain issues.
Licensees may change the model documents so that they are in
compliance with Mortgage Electronic Registration Systems, Inc.
("MERS").
The model contract contained in §90.604(a)(16) has been re-
vised concerning partial invalidity to reect a clarication for the
refunding of excess interest (see §90.603 above).
Because these rules provide model clauses and model con-
tracts, licensees are not required to adopt the model language
contained in the rules. However, for those licensees utilizing the
model contracts, the prior model language is acceptable and
the agency will permit licensees to use the prior model language
(without a non-standard contract submission) until September
15, 2007, to deplete supplies of existing forms during a transition
period after the effective date of the rules.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn also has determined that for each year
of the rst ve years the rules are in effect the public benet
anticipated as a result of the new rules will be enhanced compli-
ance with the credit laws, simpler credit contracts, and increased
uniformity and consistency in credit contracts. The general sub-
stance of these rules has already been in effect, as the rules
are simply being relocated with some clarifying revisions. Thus,
there is no anticipated cost to persons who are required to com-
ply with the new rules as proposed. There is no anticipated ad-
verse economic effect on small or micro businesses. There will
be no effect on individuals required to comply with the sections
as proposed.
However, should a licensee decide to modify its contract forms
based on the revisions to the model contracts, additional eco-
nomic costs may be incurred as a consequence of §§90.601 -
90.604. The potential additional costs resulting from a licensee’s
decision to implement the revised model language are limited to
costs associated with copying a contract and costs attributable
to loss of obsolete forms in inventory. Potential additional copy
costs are estimated to be approximately $0.30 - $0.40 per con-
tract. There would be no adverse effect on small businesses as
compared to the effect on large businesses for those licensees
choosing to modify their contracts.
Some licensees who use or lease specialized computer soft-
ware programs for their loan business may experience some
additional costs. These costs are impossible to predict. The
agency has attempted to lessen these costs by providing the
software programmers with the text of the contracts. Whether
programmers will use the adopted form or submit non-standard
contracts for review is not predictable. Whether the program-
mers will charge an additional fee for a contract they do not have
to draft is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ter G.
§90.601. Purpose.
(a) The purpose of the rules contained in this subchapter is
to provide a model plain language contract in English for Texas Fi-
nance Code, Chapter 342, Subchapter G home improvement transac-
tions. The establishment of model provisions for these transactions
will encourage use of simplied wording that will ultimately benet
consumers by making these contracts easier to understand. Use of the
"plain language" model contract by a licensee is not mandatory. The
licensee, however, may not use a contract other than a model contract
unless the licensee has submitted the contract to the commissioner in
compliance with §90.104 of this title. The commissioner shall issue
an order disapproving the contract if the commissioner determines the
contract does not comply with this section or rules adopted under this
section. A licensee may not claim the commissioner’s failure to disap-
prove a contract constitutes approval.
(b) The provisions in this subchapter are intended to constitute
a complete plain language Chapter 342, Subchapter G home improve-
ment transaction; however, a licensee is not limited to the contract pro-
visions addressed by these rules.
§90.602. Contract Provisions.
A Chapter 342, Subchapter G second lien home improvement loan
transaction may include, but is not limited to, the following contract
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provisions to the extent not prohibited by law or regulation. If the li-
censee desires to exercise its rights under one of the following provi-
sions, it must include that provision in the contract. A licensee who
does not desire to apply a provision is not required to include it in the
contract. For example, a licensee who does not assess a fee for dishon-
ored checks may omit the dishonored check fee clause. A licensee may
also exclude non-relevant portions of a model clause. For example, a
licensee who does not routinely nance certain insurance coverages
may omit those non-applicable portions of the model clause. A Chap-
ter 342, Subchapter G home improvement loan transaction may contain
the following provisions:
(1) For a contract for use in a transaction that does not allow
withdrawals or multiple advances:
(A) An identication clause;
(B) A denition section;
(C) A provision regarding construction of improve-
ments;
(D) A clause regarding the contract price;
(E) A transfer of lien clause;
(F) A provision specifying that completion is made by
the contractor, not the lender;
(G) A partial lien clause;
(H) A provision regarding charges and extras;
(I) A provision regarding receipts and releases;
(J) A provision specifying that no work has been done
prior to execution of the contract;
(K) A provision regarding the trustee’s duties;
(L) A notice specifying the preservation of claims and
defenses;
(M) A notice specifying that the owner and the contrac-
tor are responsible for meeting the terms of the contract;
(N) An assignment; and
(O) A provision regarding notice of condentiality
rights.
(2) For a promissory note for use in a transaction that does
not allow withdrawals or multiple advances:
(A) An identication clause;
(B) A Truth in Lending Act (TILA) disclosure box;
(C) An Itemization of Amount Financed box;
(D) A security for payment provision;
(E) A denitions section;
(F) A promise to pay;
(G) A late charge provision;
(H) A provision for after maturity interest;
(I) A prepayment clause;
(J) A provision specifying the nance charge earnings
and refund method;
(K) A deferment clause;
(L) A provision contracting for a fee for a dishonored
check;
(M) A provision specifying the conditions causing de-
fault;
(N) A provision regarding property insurance;
(O) A credit insurance disclosure box;
(P) A provision regarding the mailing of notices to the
borrower;
(Q) A provision specifying that the borrower’s state-
ments are truthful;
(R) A provision regarding the due on sale clause, notice
of intent to accelerate, and notice of acceleration;
(S) A provision expressing no waiver of the licensee’s
rights;
(T) A collection expense clause;
(U) A provision providing for joint liability;
(V) A usury savings clause;
(W) A savings clause stating that if any part of the loan
agreement is declared invalid, the rest remains valid;
(X) An integration clause stating that the contract su-
persedes all prior agreements and that the contract may not be changed
by oral agreement;
(Y) provision specifying that federal law and Texas law
apply to the contract;
(Z) Complaints and inquiries notice;
(AA) A provision describing the collateral;
(BB) A notice regarding the preservation of claims and
defenses; and
(CC) Signature blocks.
(3) For a contract for use in a transaction that allows for
withdrawals or multiple advances:
(A) An identication clause;
(B) A denitions section;
(C) A provision regarding construction of improve-
ments;
(D) A clause regarding the contract price;
(E) A clause regarding the note payable to the lender;
(F) A clause regarding the note being secured by the
lien;
(G) A transfer of lien clause;
(H) A clause regarding exceptions to conveyance and
warranty;
(I) A provision specifying that completion is made by
the contractor, not the lender;
(J) A partial lien clause;
(K) A provision regarding charges and extras;
(L) A provision regarding receipts and releases;
(M) A provision specifying that no work has been done
prior to execution of the contract;
(N) A provision regarding the owner’s promises and
rights;
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(O) A provision regarding the owner’s duties;
(P) A provision regarding the contractor’s duties;
(Q) A provision regarding the contractor’s rights;
(R) A provision regarding the trustee’s duties;
(S) General provisions;
(T) A notice specifying the preservation of claims and
defenses;
(U) A notice specifying that the owner and the contrac-
tor are responsible for meeting the terms of the contract; and
(V) An assignment.
(4) For a promissory note for use in a transaction that al-
lows for withdrawals or multiple advances:
(A) An identication clause;
(B) A Truth in Lending Act (TILA) disclosure box;
(C) An Itemization of Amount Financed box;
(D) A security for payment provision;
(E) A denition section;
(F) A promise to pay;
(G) A late charge provision;
(H) A provision for after maturity interest;
(I) A prepayment clause;
(J) A provision specifying the nance charge earnings
and refund method;
(K) A deferment clause;
(L) A provision contracting for a fee for a dishonored
check;
(M) A provision specifying the conditions causing de-
fault;
(N) A provision regarding property insurance;
(O) A credit insurance disclosure box;
(P) A provision regarding the mailing of notices to the
borrower;
(Q) A provision specifying that the borrower’s state-
ments are truthful;
(R) A provision regarding the due on sale clause, notice
of intent to accelerate, and notice of acceleration;
(S) A provision expressing no waiver of the licensee’s
rights;
(T) A collection expense clause;
(U) A provision providing for joint liability;
(V) A usury savings clause;
(W) A savings clause stating that if any part of the loan
agreement is declared invalid, the rest remains valid;
(X) An integration clause stating that the contract su-
persedes all prior agreements and that the contract may not be changed
by oral agreement;
(Y) A provision specifying that the note is secured by a
deed of trust;
(Z) A provision specifying that federal law and Texas
law apply to the contract;
(AA) Complaints and inquiries notice;
(BB) A provision describing the collateral;
(CC) A notice regarding the preservation of claims and
defenses; and
(DD) Signature blocks.
(5) For a deed of trust for use in a transaction that allows
for withdrawals or multiple advances:
(A) A denitions section;
(B) A provision regarding the transfer of rights in the
property;
(C) A provision regarding late charges and prepayment
of principal and interest;
(D) A provision regarding the funds for escrow items;
(E) A provision regarding charges and liens;
(F) A provision regarding property insurance;
(G) A provision regarding preservation, maintenance,
protection, and inspection of the property;
(H) A provision regarding protection of the lender’s in-
terest in the property and rights under the deed of trust;
(I) A provision regarding the assignment of miscella-
neous proceeds and forfeiture;
(J) A provision expressing no waiver of the lender’s
rights;
(K) A provision regarding joint and several liability and
specifying that the person who signs the contract grants his ownership
in the property and binds his successors and assigns;
(L) A usury savings clause;
(M) A provision regarding the mailing of notices to the
borrower;
(N) A provision specifying that federal law and Texas
law apply to the contract;
(O) A provision regarding rules of clause construction;
(P) A provision specifying that the lender will give the
borrower a copy of all signed documents at the time the loan agreement
is made;
(Q) A provision regarding the due on sale clause, notice
of intent to accelerate, and notice of acceleration;
(R) Lender, contractor, and borrower’s promise and
agreement;
(S) A provision regarding acceleration and remedies;
(T) A provision regarding the power of sale;
(U) A provision regarding the borrower’s right to rein-
state after acceleration;
(V) A provision regarding the assignment of rents, ap-
pointment of receiver, and lender in possession;
(W) A provision regarding release of the lien;
(X) A provision regarding trustees and trustee liability;
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(Y) A provision regarding the assignment of the con-
tractor’s lien and commencement of the work;
(Z) A provision regarding subrogation;
(AA) A provision regarding what happens if the sum
secured and other charges violate applicable law;
(BB) A provision regarding the renewal and extension
of the note secured by the deed of trust;
(CC) A provision regarding the sale of the loan, change
of loan servicer, notice of grievance, and the lender’s right to comply;
(DD) A provision regarding hazardous substances;
(EE) A provision regarding the lender’s rights and the
borrower’s responsibilities;
(FF) A provision regarding default;
(GG) A provision regarding the lender and the bor-
rower’s request for notice of default and foreclosure under superior
mortgages or deeds of trust;
(HH) Signature blocks; and
(II) A provision regarding notice of condentiality
rights.
§90.603. Model Clauses.
(a) Generally. These model clauses are the plain language ren-
dition of contract clauses that have typically been stated in technical
legal terms. Nothing in this regulation prohibits a contract from in-
cluding provisions that provide more favorable results for the borrower
than those that would result from the use of a model clause.
(b) For a Chapter 342, Subchapter G second lien home im-
provement loan contract for use in a transaction that does not allow for
withdrawals or multiple advances:
(1) Identication. The model identication clause reads:
Figure: 7 TAC §90.603(b)(1)
(2) Denitions. The model denitions section reads:
(A) ""Owner" means (name of Owner), whose address
is (address of Owner, including county). If Owner and Maker are not
the same person, the word "Owner" includes Maker. "I" or "me" means
the Owner.
(B) "Contractor" means (name of Contractor), whose
address is (address of Contractor, including county) and includes those
to whom the Contractor has assigned or transferred Contractor’s rights
and remedies. "You" or "your" means the Contractor.
(C) "Lender" means (name of Lender), whose address
is (address of Lender, including county) and includes those to whom
the Lender has assigned or transferred Lender’s rights and remedies.
(D) "Trustee" means (name of Trustee), whose address
is (address of Trustee, including county).
(E) "Property" means the Property at (list address of the
Property), whose legal description is (list legal description of the Prop-
erty).
(F) "Work" means the construction project as agreed to
in writing between the Owner and Contractor.
(G) "Completion Date" means (date on which the Work
will be completed).
(H) "Contract" means this Texas Home Improvement
Mechanic’s Lien Contract for Improvement and Power of Sale."
(3) Construction of improvements. The model clause re-
garding construction of improvements reads: "You agree to furnish
and pay for all labor and material needed to complete the Work within
_____ days from the date of this Contract. The Work will be performed
on the Property in a good and workmanlike manner."
(4) Contract price. The model clause establishing the
contract price reads: "I agree to pay, or cause to be paid, to you,
or to your order, the sum of ___________________ dollars (U.S.
$_____________________) when the Work is completed."
(5) Transfer of lien. The model clause regarding the trans-
fer of lien reads: "You transfer to Lender all of your rights and interests
in this Contract."
(6) Completion by contractor, but not lender. The model
clause specifying that the Lender is not responsible for completing the
construction reads: "You will complete the Work by the Completion
Date. Lender is not responsible for completing the Work. Lender is not
a guarantor of your performance. You will indemnify and hold Lender
harmless against all claims related to the Work."
(7) Partial lien. The model clause regarding a partial lien
reads: "If you do not complete the Work by the Completion Date in a
good and workmanlike manner, then Lender will have a valid lien for
the contract price, less the amount reasonably necessary to complete
the Work. As an alternative, Lender may choose to complete the Work
and the lien will be valid for the contract price."
(8) Charges and extras. The model clause regarding
charges and extras reads: "All labor or material furnished outside of
this Contract must be agreed upon in writing or it will be considered
as performed under the original Contract and you will receive no extra
money."
(9) Receipts and releases. The model clause regarding re-
ceipts and releases reads: "If I ask, you will give me valid receipts and
releases for the Work from any subcontractor, worker, and supplier."
(10) No work commenced. The model clause specifying
that no work has commenced prior to execution of the contract reads:
"This Contract is executed, acknowledged, and delivered before any
labor has been performed and any material has been furnished for the
Work."
(11) Trustee’s duties. The model clause regarding the
trustee’s duties reads:
Figure: 7 TAC §90.603(b)(11)
(12) Preservation of claims and defenses. In accordance
with the Federal Trade Commission’s Holder in Due Course Rule (16
C.F.R. §433), it is an unfair or deceptive act or practice to take or
receive a consumer credit contract in connection with the sale or lease
of goods or services to consumers that does not include the following
notice. The notice regarding the preservation of claims and defenses
reads: "NOTICE. ANY HOLDER OF THIS CONSUMER CREDIT
CONTRACT IS SUBJECT TO ALL CLAIMS AND DEFENSES
WHICH THE DEBTOR COULD ASSERT AGAINST THE SELLER
OF GOODS OR SERVICES OBTAINED PURSUANT HERETO OR
WITH THE PROCEEDS HEREOF. RECOVERY HEREUNDER BY
THE DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE
DEBTOR HEREUNDER."
(13) Owner and contractor responsible. Section 41.007 of
the Texas Property Code species that a home improvement contract
must contain a notice specifying that the owner and the contractor are
responsible for meeting the terms of the contract. This notice must
appear either in this contract or in the residential construction con-
tract. The Property Code requires that the notice must be conspicu-
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ously printed, stamped, or typed in a font size equal to at least 10-point
boldfaced type or computer equivalent and appear next to the owner’s
signature line on the contract. The wording of the notice is specied by
the Property Code, which uses the pronouns "you" and "your" to refer
to the owner. Licensees are encouraged to explain in the contract, prior
to the notice, that "you" and "your" refer to the owner in this notice.
The parties’ signatures must be notarized. Licensee may use a differ-
ent notary acknowledgment without having to submit the contract to
the agency as a non-standard contract. The notice specifying that the
owner and the contractor are responsible for meeting the terms of the
contract, the model explanatory clause regarding the use of "you" and
"your" in the notice, and the signature blanks are found in:
Figure: 7 TAC §90.603(b)(13)
(14) Assignment. The parties may use a different assign-
ment or a separate document for the assignment without having to sub-
mit the contract to the agency as a non-standard contract. The model
assignment in which the contractor transfers and assigns the lien to the
lender reads:
Figure: 7 TAC §90.603(b)(14)
(15) Notice of condentiality rights clause. On or after Jan-
uary 1, 2004, the security document must incorporate a "Notice of Con-
dentiality Rights" disclosure. The disclosure or notice must:
(A) appear on the rst page of the security document;
(B) be in at least 12-point boldfaced type or 12-point
uppercase lettering; and
(C) be substantially similar to the required notice
or disclosure under §11.008(b) of the Texas Property Code. The
model notice of condentiality rights clause reads: "NOTICE OF
CONFIDENTIALITY RIGHTS: I MAY REMOVE OR STRIKE
MY SOCIAL SECURITY NUMBER OR MY DRIVER’S LICENSE
NUMBER FROM THIS DOCUMENT BEFORE IT IS FILED IN
THE PUBLIC RECORDS."
(c) For a Chapter 342, Subchapter G second lien home im-
provement loan promissory note for use in a transaction that does not
allow for withdrawals or multiple advances:
(1) Identication. The model identication clause lists the
account or contract number, the name and address of the creditor or
lender, the date of the note, the name and address of the borrower, the
property address, the principal amount, and the terms of payment. The
model clause identifying the pronouns used for the borrower and the
lender reads:
Figure: 7 TAC §90.603(c)(1)
(2) The model Truth in Lending Act (TILA) disclosure box
reads:
Figure: 7 TAC §90.603(c)(2)
(3) Itemization of Amount Financed box. The itemization
of amount nanced box is not required if the licensee provides the bor-
rower with a good faith estimate or a settlement statement as permitted
by the Truth in Lending Act. An itemization of amount nanced box
which complies with Regulation Z is considered to be in compliance
with this paragraph and will not require a non-standard submission.
(4) Security for payment. The model clause relating to the
security for payment reads: "Liens created in the Contract secure this
Note."
(5) Denitions. The model denitions section reads:
(A) ""Owner" means (name of Owner), whose address
is (address of Owner, including county). If Owner and Maker are not
the same person, the word "Owner" includes Maker.
(B) "Contractor" means (name of Contractor), whose
address is (address of Contractor, including county) and includes those
to whom the Contractor has assigned or transferred Contractor’s rights
and remedies.
(C) "Contract" means the Texas Home Improvement
Mechanic’s Lien Contract for Improvement and Power of Sale dated
_________________________ between Contractor and Owner.
(D) "Property" means the Property at (list address of the
Property), whose legal description is (list legal description of the Prop-
erty).
(E) "Note" means the Texas Home Improve-
ment Mechanic’s Lien Note signed by me and dated
___________________________ and includes all amounts
secured by this Contract. The Note states that the amount I owe
you is ______________ dollars (U.S. $___________________) plus
interest. I have promised to pay this debt in regular periodic payments
and to pay the debt in full not later than _________________."
(6) Promise to pay. One permissible change to the model
language for the scheduled installment earnings method would be to
allow partial prepayments of the principal during the term of the loan.
This variation on the scheduled installment earnings method would al-
low periodic reductions of the principal balance by partial prepayments.
This variation would allow reductions of the principal balance that were
not originally scheduled. The model clause options for the borrower’s
promise to pay read:
(A) For contracts using the scheduled installment earn-
ings method: "I promise to pay the Total of Payments to the order of
you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(B) For contracts using the true daily earnings method:
"I promise to pay the cash advance plus the accrued interest to the order
of you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(7) Late charge. The model late charge provision for con-
tracts using the scheduled installment earnings method or the true daily
earnings method reads: "If I don’t pay all of a payment within 10 days
after it is due, you can charge me a late charge. The late charge will be
5% of the scheduled payment."
(8) After maturity interest. The model clause species the
maximum interest rate allowed by law for after maturity interest. A
creditor may always choose a lower rate. The model provision for after
maturity interest reads: "If I don’t pay all I owe when the nal payment
becomes due, I will pay interest on the amount that is still unpaid. That
interest will be the higher of the rate of 18% per year or the maximum
rate allowed by law. That interest will begin the day after the nal
payment becomes due."
(9) Prepayment clause. The model prepayment clause op-
tions read:
(A) For contracts using the scheduled installment earn-
ings method: "I can make a whole payment early. Unless you agree
otherwise in writing, I may not skip payments. If I make a payment
early, my next payment will still be due as scheduled."
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(B) For contracts using the true daily earnings method:
"I can make any payment early. Unless you agree otherwise in writing,
I may not skip payments. If I make a payment early, my next payment
will still be due as scheduled."
(10) Finance charge and refund method. The model provi-
sion options specifying the nance charge earnings and refund method
read:
(A) For contracts using the scheduled installment earn-
ings method - Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.603(c)(10)(A)
(B) For contracts using the scheduled installment earn-
ings method with prepayments option - Section 342.301 rate loans, the
model language reads:
Figure: 7 TAC §90.603(c)(10)(B)
(C) For contracts using the true daily earnings method
- Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.603(c)(10)(C)
(11) Deferment. The model provision regarding deferment
reads: "If I ask for more time to make any payment and you agree, I
will pay more interest to extend the payment. The extra interest will be
gured under the Finance Commission rules."
(12) Dishonored check fee. The model clause species the
maximum allowable dishonored check fee. A creditor may always
choose a lesser amount. The model dishonored check fee provision
reads: "I agree to pay you a fee of up to $30 for a returned check. You
may add the fee to the amount I owe or collect it separately."
(13) Default. The model provision specifying the condi-
tions causing default reads:
Figure: 7 TAC §90.603(c)(13)
(14) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.603(c)(14)
(15) Credit insurance. If single premium credit insurance
is offered, a permissible change to the disclosure can be to offer a single
charge for the entire term of the loan. The term for the single premium
charge should be shown for the original term of the loan, unless oth-
erwise specied. The licensee has the option of including language
that reads: "The insurance will cancel on the date when the total past
due premiums equal or exceed (insert number) times the rst month’s
premium." The industry standard regarding the relationship between
total past due premiums and the rst month’s premium in this equation
appears to be four times. However, if a different time frame is more
appropriate, that time frame may be used. The model credit insurance
disclosure box reads:
Figure: 7 TAC §90.603(c)(15)
(16) Mailing of notices to borrower. The duty to give no-
tice is satised when it is mailed by rst class mail. The model pro-
vision regarding the mailing of notices to the borrower reads: "You or
I may mail or deliver any notice to the address above. You or I may
change the notice address by giving written notice. Your duty to give
me notice will be satised when you mail it."
(17) Statement of truthful information. The model provi-
sion specifying that the borrower gave truthful information reads: "I
promise that all information I gave you is true."
(18) Due on sale clause, notice of intent to accelerate, and
notice of acceleration. The model provision regarding the due on sale
clause, notice of intent to accelerate, and notice of acceleration reads:
"If all or any interest in the Property is sold or transferred without your
prior written consent, you may require immediate payment in full of all
that I owe under this loan agreement. You will not exercise this option
if prohibited by law. If you exercise this option, you will give me notice
that you are demanding payment of all that I owe. This notice will give
me a period of not less than 21 days from the date of the notice within
which I must pay all that I owe under this loan agreement. If I fail to
pay all that I owe before the end of this period, you may use any remedy
allowed by the loan agreement."
(19) No waiver of lender’s rights. The model provision
expressing no waiver of the lender’s rights reads: "If you don’t enforce
your rights every time, you can still enforce them later."
(20) Collection expenses. The model collection expenses
clause reads: "If you require me to pay all that I owe at once, you will
have the right to be paid back by me for all of your costs and expenses in
enforcing this loan agreement to the extent not prohibited by applicable
law. These expenses include, for example, reasonable attorneys’ fees."
(21) Joint liability. The model provision providing for joint
liability reads: "I understand that you may seek payment from only me
without rst looking to any other Borrower."
(22) Usury savings clause. The model usury savings clause
reads: "I do not have to pay interest or other amounts that are more than
applicable law allows."
(23) Savings clause. The model clause stating that if any
part of the contract is invalid, the rest remains valid reads: "If any part
of this loan agreement is declared invalid, the rest of the loan agreement
remains valid. If any part of this loan agreement conicts with any law,
that law will control. The part of the loan agreement that conicts with
the law will be modied to comply with the law. The rest of the loan
agreement remains valid."
(24) Prior agreements. For loan agreements exceeding
$50,000.00, this notice must be boldfaced, capitalized, or otherwise
set out from the surrounding written material to be conspicuous.
The model clause stating that there are no prior agreements between
the parties regarding the loan agreement reads: "This written loan
agreement is the nal agreement between you and me. It may not
be changed by prior, current, or future oral agreements and there are
none. Any change to this loan agreement must be in writing. Both you
and I have to sign written agreements."
(25) Application of law. The model clause specifying that
federal law and Texas law apply to the contract reads: "Federal law and
Texas law apply to this loan agreement."
(26) Complaints and inquiries notice. The model com-
plaints and inquiries notice reads: "The (name of lender or note holder)
is licensed and examined under the laws of the State of Texas and by
state law is subject to regulatory oversight by the Ofce of Consumer
Credit Commissioner. Any consumer wishing to le a complaint
against the (name of lender or note holder) should contact the Ofce of
Consumer Credit Commissioner through one of the means indicated
below: Ofce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207; www.occc.state.tx.us; (512)
936-7600 - (800) 538-1579."
(27) Collateral. The model clause regarding the collateral
reads: "The Property is subject to the Contract lien. I am responsible
for all obligations in this Note."
(28) Preservation of claims and defenses. In accordance
with the Federal Trade Commission’s Holder in Due Course Rule (16
C.F.R. §433), it is an unfair or deceptive act or practice to take or
receive a consumer credit contract in connection with the sale or lease
of goods or services to consumers that does not include the following
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notice. The notice regarding the preservation of claims and defenses
reads: "NOTICE. ANY HOLDER OF THIS CONSUMER CREDIT
CONTRACT IS SUBJECT TO ALL CLAIMS AND DEFENSES
WHICH THE DEBTOR COULD ASSERT AGAINST THE SELLER
OF GOODS OR SERVICES OBTAINED PURSUANT HERETO OR
WITH THE PROCEEDS HEREOF. RECOVERY HEREUNDER BY
THE DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE
DEBTOR HEREUNDER."
(29) Signature blocks. Documents for a home improve-
ment loan on a homestead must be signed at the ofce of the lender, an
attorney at law, or a title company. If this provision applies, the model
clause, "This document must be signed at the ofce of the Lender, an
attorney at law, or a title company" should appear above the signature
of the borrower. The licensee may also provide additional signature
lines for witness signatures. The model signature block reads:
Figure: 7 TAC §90.603(c)(29)
(d) For a Chapter 342, Subchapter G second lien home im-
provement loan contract for use in a transaction that allows for with-
drawals or multiple advances:
(1) Identication. The model identication clause listing
the date and the account or contract number reads:
Figure: 7 TAC §90.603(d)(1)
(2) Denitions. The model denitions section reads:
(A) ""Owner" means (name of Owner), whose address
is (address of Owner, including county). If Owner and Maker are not
the same person, the word "Owner" includes Maker. "I" or "me" means
the Owner.
(B) "Contractor" means (name of Contractor), whose
address is (address of Contractor, including county) and includes those
to whom the Contractor has assigned or transferred Contractor’s rights
and remedies. "You" or "your" means the Contractor.
(C) "Lender" means (name of Lender), whose address
is (address of Lender, including county) and includes those to whom
the Lender has assigned or transferred Lender’s rights and remedies.
(D) "Trustee" means (name of Trustee), whose address
is (address of Trustee, including county).
(E) "Property" means the Property at (list address of the
Property), whose legal description is (list legal description of the Prop-
erty).
(F) "Work" means the construction project as agreed to
in writing between the Owner and Contractor.
(G) "Completion Date" means (date on which the Work
will be completed).
(H) "Contract" means this Texas Home Improvement
Mechanic’s Lien Contract for Improvement, Power of Sale, and Deed
of Trust.
(I) "Note" means the Texas Home Improve-
ment Mechanic’s Lien Note signed by me and dated
_________________________________ and includes all
amounts secured by this Contract. The Note states that the amount
I owe you is _____________________________ dollars (U.S.
$___________________) plus interest.
(J) "Loan Agreement" means the Note, Contract, and
any other related document under which Lender has made a loan to
me.
(K) "Applicable Law" means all controlling applicable
federal, state, and local law.
(L) "Tenant at Sufferance" means a person who contin-
ues to possess the Property with no current right to possess it.
(M) "Forcible Detainer" means a lawsuit to remove a
person from the Property.
(N) "Periodic Payment" means the regularly scheduled
amount due for principal and interest under the Note plus any amount
under this Contract.
(O) "Successor in Interest" means any party that has
taken title to the Property.
(P) "Lien" means the Mechanic’s and Materialman’s
Lien on the Property that results from the Contract and the Work
performed. The Lien includes all existing and future improvements,
easements, and rights in the Property."
(3) Construction of improvements. The model clause re-
garding construction of improvements reads: "You agree to furnish
and pay for all labor and material needed to complete the Work within
_____ days from the date of this Contract. The Work will be performed
on the Property in a good and workmanlike manner."
(4) Contract price. The model clause establishing the con-
tract price reads: "I agree to pay, or cause to be paid, to you, or to your
order, the sum of _______________ dollars (U.S. $_______________)
when the Work is completed."
(5) Note payable to lender. The model clause speci-
fying that the note is payable to the lender reads: "In exchange
for money from the Lender to you, I have signed a Note to
the Lender in the amount of __________________ dollars (U.S.
$__________________)."
(6) Lien to secure note. The model clause regarding se-
curity for the note reads: "To secure the amounts Lender provides to
you, and the interest payable to Lender, I give you, and you transfer to
Lender, the Lien. The Note is secured by a deed of trust, which I will
sign. The deed of trust will renew and extend the Lien created by this
Contract."
(7) Transfer of lien. The model clause regarding the trans-
fer of lien reads: "You transfer to Lender all of your rights and interests
in this Contract."
(8) Exceptions to conveyance and warranty. Any excep-
tions to conveyance and warranty should be specied in the contract.
The model clause regarding the exceptions to conveyance and warranty
reads: "The exceptions to conveyance and warranty are: (List any ex-
ceptions to conveyance and warranty.)"
(9) Completion by contractor, but not lender. The model
clause specifying that the lender is not responsible for completing the
construction reads: "You will complete the Work by the Completion
Date. Lender is not responsible for completing the Work. Lender is not
a guarantor of your performance. You will indemnify and hold Lender
harmless against all claims related to the Work."
(10) Partial lien. The model clause regarding a partial lien
reads: "If you do not complete the Work by the Completion Date in a
good and workmanlike manner, then Lender will have a valid lien for
the contract price, less the amount reasonably necessary to complete
the Work. As an alternative, Lender may choose to complete the Work
and the lien will be valid for the contract price."
(11) Charges and extras. The model clause regarding
charges and extras reads: "All labor or material furnished outside of
this Contract must be agreed upon in writing or it will be considered
as performed under the original Contract and you will receive no extra
money."
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(12) Receipts and releases. The model clause regarding re-
ceipts and releases reads: "If I ask, you will give me valid receipts and
releases for the Work from any subcontractor, worker, and supplier."
(13) No work commenced. The model clause specifying
that no work has commenced prior to execution of the contract reads:
"This Contract is executed, acknowledged, and delivered before any
labor has been performed and any material has been furnished for the
Work."
(14) Owner’s promises and rights. The model clause re-
garding the owner’s promises and rights reads:
Figure: 7 TAC §90.603(d)(14)
(15) Owner’s duties. The model clause regarding the
owner’s duties reads:
Figure: 7 TAC §90.603(d)(15)
(16) Contractor’s duties. The model clause regarding the
contractor’s duties reads:
Figure: 7 TAC §90.603(d)(16)
(17) Contractor’s rights. The model clause regarding the
contractor’s rights reads:
Figure: 7 TAC §90.603(d)(17)
(18) Trustee’s duties. The model clause regarding the
trustee’s duties reads:
Figure: 7 TAC §90.603(d)(18)
(19) General provisions. The model clause regarding gen-
eral contract provisions reads:
Figure: 7 TAC §90.603(d)(19)
(20) Preservation of claims and defenses. In accordance
with the Federal Trade Commission’s Holder in Due Course Rule (16
C.F.R. §433), it is an unfair or deceptive act or practice to take or
receive a consumer credit contract in connection with the sale or lease
of goods or services to consumers that does not include the following
notice. The notice regarding the preservation of claims and defenses
reads: "NOTICE. ANY HOLDER OF THIS CONSUMER CREDIT
CONTRACT IS SUBJECT TO ALL CLAIMS AND DEFENSES
WHICH THE DEBTOR COULD ASSERT AGAINST THE SELLER
OF GOODS OR SERVICES OBTAINED PURSUANT HERETO OR
WITH THE PROCEEDS HEREOF. RECOVERY HEREUNDER BY
THE DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE
DEBTOR HEREUNDER."
(21) Owner and contractor responsible. Section 41.007 of
the Texas Property Code species that a home improvement contract
must contain a notice specifying that the owner and the contractor are
responsible for meeting the terms of the contract. The notice must ap-
pear in either this contract or the residential construction contract. The
Property Code requires that the notice must be conspicuously printed,
stamped, or typed in a font size equal to at least 10-point boldfaced type
or computer equivalent and appear next to the owner’s signature line
on the contract. The wording of the notice is specied by the Prop-
erty Code, which uses the pronouns "you" and "your" to refer to the
owner. Licensees are encouraged to explain in the contract, prior to the
notice, that "you" and "your" refer to the owner in this notice. The par-
ties’ signatures must be notarized. Licensee may use a different notary
acknowledgment without having to submit the contract to the agency
as a non-standard contract. The notice specifying that the owner and
the contractor are responsible for meeting the terms of the contract, the
model explanatory clause regarding the use of "you" and "your" in the
notice, and the signature blanks are found in:
Figure: 7 TAC §90.603(d)(21)
(22) Assignment. The parties may use a different assign-
ment or a separate document for the assignment without having to sub-
mit the contract to the agency as a non-standard contract. The model
assignment in which the contractor transfers and assigns the lien to the
lender reads:
Figure: 7 TAC §90.603(d)(22)
(e) For a Chapter 342, Subchapter G second lien home im-
provement loan promissory note for use in a transaction that allows
for withdrawals or multiple advances:
(1) Identication. The model identication clause lists the
account or contract number, the name and address of the creditor or
lender, the date of the note, the name and address of the borrower, the
property address, the principal amount, and the terms of payment. The
model clause identifying the pronouns used for the borrower and lender
reads:
Figure: 7 TAC §90.603(e)(1)
(2) The model Truth in Lending Act (TILA) disclosure box
reads:
Figure: 7 TAC §90.603(e)(2)
(3) Itemization of Amount Financed box. The itemization
of amount nanced box is not required if the licensee provides the bor-
rower with a good faith estimate or a settlement statement as permitted
by the Truth in Lending Act. An itemization of amount nanced box
which complies with Regulation Z is considered to be in compliance
with this paragraph and will not require a non-standard submission.
(4) Security for payment. The model clause relating to the
security for payment reads: "The Deed of Trust and the Lien created in
the Contract secure this Note."
(5) Denitions. The model denitions section reads:
(A) ""Owner" means (name of Owner), whose address
is (address of Owner, including county). If Owner and Maker are not
the same person, the word "Owner" includes Maker.
(B) "Contractor" means (name of Contractor), whose
address is (address of Contractor, including county) and includes those
to whom the Contractor has assigned or transferred Contractor’s rights
and remedies.
(C) "Lender" means (name of Lender), whose address
is (address of Lender, including county) and includes those to whom
the Lender has assigned or transferred Lender’s rights and remedies.
(D) "Trustee" means (name of Trustee), whose address
is (address of Trustee, including county).
(E) "Property" means the Property at (list address of the
Property), whose legal description is (list legal description of the Prop-
erty).
(F) "Work" means the construction project as agreed in
writing between the Owner and Contractor.
(G) "Completion Date" means (date on which the Work
will be completed).
(H) "Contract" means this Texas Home Improvement
Mechanic’s Lien Contract for Improvement, Power of Sale, and Deed
of Trust.
(I) "Note" means the Texas Home Improvement Me-
chanic’s Lien Note signed by me and dated ____________________
and includes all amounts secured by this Contract. The Note states
that the amount I owe you is _____________________ dollars (U.S.
$________________) plus interest.
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(J) "Loan Agreement" means the Note, Contract, and
any other related document under which Lender has made a loan to
me.
(K) "Applicable Law" means all controlling applicable
federal, state, and local law.
(L) "Tenant at Sufferance" means a person who contin-
ues to possess the Property with no current right to possess it.
(M) "Forcible Detainer" means a lawsuit to remove a
person from the Property.
(N) "Periodic Payment" means the regularly scheduled
amount due for principal and interest under the Note plus any amount
under this Contract.
(O) "Successor in Interest" means any party that has
taken title to the Property.
(P) "Lien" means the Mechanic’s and Materialman’s
lien on the Property that results from the Contract and the Work
performed. The Lien includes all existing and future improvements,
easements, and rights in the Property."
(6) Promise to pay. One permissible change to the model
language for the scheduled installment earnings method would be to
allow partial prepayments of the principal during the term of the loan.
This variation on the scheduled installment earnings method would al-
low periodic reductions of the principal balance by partial prepayments.
This variation would allow reductions of the principal balance that were
not originally scheduled. The model clause options for the borrower’s
promise to pay read:
(A) For contracts using the scheduled installment earn-
ings method: "I promise to pay the Total of Payments to the order of
you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(B) For contracts using the true daily earnings method:
"I promise to pay the cash advance plus the accrued interest to the order
of you. (The "principal" or "cash advance" is $________. This amount
plus interest must be paid by _________ (maturity date).) I will make
payments to you at the address above or as you direct. I will make
the payments on the dates and in the amounts shown in the Payment
Schedule."
(7) Late charge. The model late charge provision for con-
tracts using the scheduled installment earnings method or the true daily
earnings method reads: "If I don’t pay all of a payment within 10 days
after it is due, you can charge me a late charge. The late charge will be
5% of the scheduled payment."
(8) After maturity interest. The model clause species the
maximum interest rate allowed by law for after maturity interest. A
creditor may always choose a lower rate. The model provision for after
maturity interest reads: "If I don’t pay all I owe when the nal payment
becomes due, I will pay interest on the amount that is still unpaid. That
interest will be the higher of the rate of 18% per year or the maximum
rate allowed by law. That interest will begin the day after the nal
payment becomes due."
(9) Prepayment clause. The model prepayment clause op-
tions read:
(A) For contracts using the scheduled installment earn-
ings method: "I can make a whole payment early. Unless you agree
otherwise in writing, I may not skip payments. If I make a payment
early, my next payment will still be due as scheduled."
(B) For contracts using the true daily earnings method:
"I can make any payment early. Unless you agree otherwise in writing,
I may not skip payments. If I make a payment early, my next payment
will still be due as scheduled."
(10) Finance charge and refund method. The model provi-
sion options specifying the nance charge earnings and refund method
read:
(A) For contracts using the scheduled installment earn-
ings method - Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.603(e)(10)(A)
(B) For contracts using the scheduled installment earn-
ings method with prepayments option - Section 342.301 rate loans, the
model language reads:
Figure: 7 TAC §90.603(e)(10)(B)
(C) For contracts using the true daily earnings method
- Section 342.301 rate loans, the model language reads:
Figure: 7 TAC §90.603(e)(10)(C)
(11) Deferment. The model provision regarding deferment
reads: "If I ask for more time to make any payment and you agree, I
will pay more interest to extend the payment. The extra interest will be
gured under the Finance Commission rules."
(12) Dishonored check fee. The model clause species the
maximum allowable dishonored check fee. A creditor may always
choose a lesser amount. The model dishonored check fee provision
reads: "I agree to pay you a fee of up to $30 for a returned check. You
may add the fee to the amount I owe or collect it separately."
(13) Default. The model provision specifying the condi-
tions causing default reads:
Figure: 7 TAC §90.603(e)(13)
(14) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.603(e)(14)
(15) Credit insurance. If single premium credit insurance
is offered, a permissible change to the disclosure can be to offer a single
charge for the entire term of the loan. The term for the single premium
charge should be shown for the original term of the loan, unless oth-
erwise specied. The licensee has the option of including language
that reads: "The insurance will cancel on the date when the total past
due premiums equal or exceed (insert number) times the rst month’s
premium." The industry standard regarding the relationship between
total past due premiums and the rst month’s premium in this equation
appears to be four times. However, if a different time frame is more
appropriate, that time frame may be used. The model credit insurance
disclosure box reads:
Figure: 7 TAC §90.603(e)(15)
(16) Mailing of notices to borrower. The duty to give no-
tice is satised when it is mailed by rst class mail. The model pro-
vision regarding the mailing of notices to the borrower reads: "You or
I may mail or deliver any notice to the address above. You or I may
change the notice address by giving written notice. Your duty to give
me notice will be satised when you mail it."
(17) Statement of truthful information. The model provi-
sion specifying that the borrower gave truthful information reads: "I
promise that all information I gave you is true."
(18) Due on sale clause, notice of intent to accelerate, and
notice of acceleration. The model provision regarding the due on sale
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clause, notice of intent to accelerate, and notice of acceleration reads:
"If all or any interest in the Property is sold or transferred without your
prior written consent, you may require immediate payment in full of
all that I owe under this Loan Agreement. You will not exercise this
option if prohibited by law. If you exercise this option, you will give
me notice that you are demanding payment of all that I owe. This notice
will give me a period of not less than 21 days from the date of the notice
within which I must pay all that I owe under this Loan Agreement. If I
fail to pay all that I owe before the end of this period, you may use any
remedy allowed by the Loan Agreement."
(19) No waiver of lender’s rights. The model provision
expressing no waiver of the lender’s rights reads: "If you don’t enforce
your rights every time, you can still enforce them later."
(20) Collection expenses. The model collection expenses
clause reads: "If you require me to pay all that I owe at once, you
will have the right to be paid back by me for all of your costs and
expenses in enforcing this Loan Agreement to the extent not prohibited
by Applicable Law. These expenses include, for example, reasonable
attorneys’ fees."
(21) Joint liability. The model provision providing for joint
liability reads: "I understand that you may seek payment from only me
without rst looking to any other Borrower."
(22) Usury savings. The model usury savings clause reads:
"I do not have to pay interest or other amounts that are more than Ap-
plicable Law allows."
(23) Savings clause. The model clause stating that if any
part of the contract is invalid, the rest remains valid reads: "If any
part of this Loan Agreement is declared invalid, the rest of the Loan
Agreement remains valid. If any part of this Loan Agreement conicts
with any law, that law will control. The part of the Loan Agreement
that conicts with the law will be modied to comply with the law. The
rest of the Loan Agreement remains valid."
(24) Prior agreements. For loan agreements exceeding
$50,000.00, this notice must be boldfaced, capitalized, or otherwise
set out from the surrounding written material to be conspicuous.
The model clause stating that there are no prior agreements between
the parties regarding the loan agreement reads: "This written Loan
Agreement is the nal agreement between you and me. It may not
be changed by prior, current, or future oral agreements and there are
none. Any change to this Loan Agreement must be in writing. Both
you and I have to sign written agreements."
(25) Note secured by deed of trust. The model clause stat-
ing that the note is secured by a deed of trust reads: "In addition to this
Note, the Deed of Trust protects the Note holder from losses that might
result if I do not keep the promises that I make in this Note. The Deed
of Trust describes how and under what conditions I may have to make
immediate payment of all that I owe under this Note."
(26) Application of law. The model clause specifying that
federal law and Texas law apply to the contract reads: "Federal law and
Texas law apply to this Loan Agreement."
(27) Complaints and inquiries notice. The model com-
plaints and inquiries notice reads: "The (name of lender or note holder)
is licensed and examined under the laws of the State of Texas and by
state law is subject to regulatory oversight by the Ofce of Consumer
Credit Commissioner. Any consumer wishing to le a complaint
against the (name of lender or note holder) should contact the Ofce of
Consumer Credit Commissioner through one of the means indicated
below: Ofce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207; www.occc.state.tx.us; (512)
936-7600 - (800) 538-1579."
(28) Collateral. The model clause regarding the collateral
reads: "The Property is subject to the Contract lien. I am responsible
for all obligations in this Note."
(29) Preservation of claims and defenses. The notice
regarding the preservation of claims and defenses reads: "NOTICE.
ANY HOLDER OF THIS CONSUMER CREDIT CONTRACT
IS SUBJECT TO ALL CLAIMS AND DEFENSES WHICH THE
DEBTOR COULD ASSERT AGAINST THE SELLER OF GOODS
OR SERVICES OBTAINED PURSUANT HERETO OR WITH
THE PROCEEDS HEREOF. RECOVERY HEREUNDER BY THE
DEBTOR SHALL NOT EXCEED AMOUNTS PAID BY THE
DEBTOR HEREUNDER."
(30) Signature blocks. Documents for a home improve-
ment loan on a homestead must be signed at the ofce of the lender, an
attorney at law, or a title company. If this provision applies, the model
clause, "This document must be signed at the ofce of the Lender, an
attorney at law, or a title company" should appear above the signature
of the borrower. The licensee may also provide additional signature
lines for witness signatures. The model signature block reads:
Figure: 7 TAC §90.603(e)(30)
(f) For a Chapter 342, Subchapter G second lien home im-
provement loan deed of trust for use in a transaction that allows for
withdrawals or multiple advances:
(1) Denitions. The model denitions section reads:
(A) ""Borrower" is _______________________. Bor-
rower’s address is _____________________.
(B) "Contractor" is ____________________. Contrac-
tor’s address is _______________________.
(C) "Lender" is ______________________. Lender’s
address is ___________________________.
(D) "Trustee" is _________________________.
Trustee’s address is _______________________.
(E) "I" or "me" means
________________________________, the grantor under this Deed
of Trust and the person who signed the Note ("Borrower").
(F) "Loan Agreement" means the Contract, Note, Se-
curity Document, Deed of Trust, any other related document, or any
combination of those documents, under which Lender has made a loan
to me.
(G) "Deed of Trust" means this document, which is
dated ________, together with all riders to this document.
(H) "Note" means the Texas Home Improvement
Mechanic’s Lien Note signed by me and dated ______________
and includes all amounts secured by this Contract. The Note states
that the amount I owe Lender is _________________ dollars (U.S.
$_________) plus interest.
(I) "Property" means the property at (list address of the
Property), whose legal description is (list legal description of the Prop-
erty).
(J) "Applicable Law" means all controlling applicable
federal, state, and local law.
(K) "Community Association Dues, Fees, and Assess-
ments" means all dues, fees, assessments and other charges that are
imposed on me or the Property by a condominium association, home-
owners association, or similar organization.
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(L) "Electronic Funds Transfer" means any transfer of
funds, other than a transaction originated by check, draft, or similar pa-
per instrument, which is initiated through an electronic terminal, tele-
phonic instrument, computer, or magnetic tape so as to order, instruct,
or authorize a nancial institution to debit or credit an account. The
term includes point-of-sale transfers, automated teller machine trans-
actions, transfers initiated by telephone, wire transfers, and automated
clearinghouse transfers.
(M) "Escrow Items" means those items that are de-
scribed in Section ___ of this Deed of Trust.
(N) "Miscellaneous Proceeds" means any compensa-
tion, settlement, award of damages, or proceeds paid by any third
party (other than proceeds paid under my insurance) for: damage or
destruction of the Property; condemnation or other taking of all or
any part of the Property; conveyance instead of condemnation; or
misrepresentations or omissions related to the value or condition of
the Property.
(O) "Periodic Payment" means the regularly scheduled
amount due for principal and interest under the Note plus any amounts
under this Deed of Trust.
(P) "RESPA" means the Real Estate Settlement Proce-
dures Act (12 U.S.C. §2601 et seq.) and Regulation X (24 C.F.R. Part
3500), as they might be amended from time to time, or any additional or
successor legislation or regulation that governs the same subject mat-
ter. As used in this Deed of Trust, "RESPA" refers to all requirements
and restrictions that are imposed in regard to a "federally related mort-
gage loan" even if the Loan Agreement does not qualify as a "federally
related mortgage loan" under RESPA.
(Q) "Successor in Interest" means any party that has
taken title to the Property.
(R) "Ground Rents" means amounts I owe if I rented the
real property under the buildings covered by this Deed of Trust. Such
an arrangement usually takes the form of a long-term "ground lease."
(S) "Contract" means the Texas Home Improvement
Mechanic’s Lien Contract for Improvement, Power of Sale, and Deed
of Trust.
(T) "Lien" means the Mechanic’s and Materialman’s
lien on the Property that results from the Contract and the Work
performed. The Lien includes all existing and future improvements,
easements, and rights in the Property. "
(2) Transfer of rights in the property. The model provision
regarding a transfer of rights in the property reads:
Figure: 7 TAC §90.603(f)(2)
(3) Payment of late charges and prepayment. The model
provision regarding the payment of late charges and prepayment of
principal and interest reads:
Figure: 7 TAC §90.603(f)(3)
(4) Funds for escrow items. The model provision regarding
the funds for escrow items reads:
Figure: 7 TAC §90.603(f)(4)
(5) Charges and liens. The model provision regarding
charges and liens reads:
Figure: 7 TAC §90.603(f)(5)
(6) Property insurance. The model provision regarding
property insurance reads:
Figure: 7 TAC §90.603(f)(6)
(7) Preservation, maintenance, protection, and inspection
of the property. The model provision regarding preservation, main-
tenance, protection, and inspection of the property reads: "I will not
destroy, damage, or impair the Property, allow it to deteriorate, or com-
mit waste. Whether or not I live in the Property, I will maintain it in
order to prevent it from deteriorating or decreasing in value due to its
condition. I will promptly repair the damage to the Property to avoid
further deterioration or damage unless Lender and I agree in writing
that it is economically unreasonable. I will be responsible for repair-
ing or restoring the Property only if Lender releases the insurance or
condemnation proceeds for the damage to or the taking of the Property.
Lender may release proceeds for the repairs and restoration in a single
payment or in a series of payments as the Work is completed. I still am
obligated to complete repairs or restoration of the Property even if there
are not enough proceeds to complete the Work. If this Deed of Trust
secures a unit in a condominium or planned unit development, I will
perform all of my obligations under the declaration or covenants creat-
ing or governing the condominium or planned unit development, and
any other relevant document. Lender or Lender’s agent may inspect the
Property. Lender may inspect the interior of the Property with reason-
able cause. Lender will give me notice stating reasonable cause when
or before the interior inspection occurs."
(8) Protection of lender’s interest in the property and rights
under the deed of trust. The model provision regarding protection of
the lender’s interest in the property and rights under the deed of trust
reads:
Figure: 7 TAC §90.603(f)(8)
(9) Assignment of miscellaneous proceeds and forfeiture.
The model provision regarding the assignment of miscellaneous pro-
ceeds and forfeiture reads:
Figure: 7 TAC §90.603(f)(9)
(10) Forbearance not a waiver. The model provision spec-
ifying that the borrower is not released from liability if the lender mod-
ies the payment schedule reads: "If Lender doesn’t enforce Lender’s
rights every time, Lender can still enforce them later."
(11) Joint and several liability, deed of trust execution, suc-
cessors obligated. The model provision regarding joint and several li-
ability and specifying that the person who signs the contract grants his
ownership in the property and binds his successors and assigns reads:
Figure: 7 TAC §90.603(f)(11)
(12) Usury savings clause. The model usury savings clause
reads: "I do not have to pay interest or other amounts that are more than
Applicable Law allows."
(13) Mailing of notices to borrower. The duty to give no-
tice is satised when it is mailed by rst class mail. The model provi-
sion regarding the mailing of notices to the borrower reads: "Lender
or I may mail or deliver any notice to the address above. Lender or I
may change the notice address by giving written notice. Lender’s duty
to give me notice will be satised when Lender mails it."
(14) Application of law. The model clause specifying that
federal law and Texas law apply to the contract reads: "Federal law and
Texas law apply to this Loan Agreement."
(15) Rules of construction. The model provision regarding
rules of clause construction reads:
Figure: 7 TAC §90.603(f)(15)
(16) Loan agreement copies. The model provision speci-
fying that the lender will give the borrower a copy of all signed docu-
ments at the time the loan agreement is made reads: "At the time the
Loan Agreement is made, Lender will give me copies of all documents
I sign."
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(17) Due on sale clause, notice of intent to accelerate, and
notice of acceleration. The model provision regarding the due on sale
clause, notice of intent to accelerate and notice of acceleration reads:
"If all or any interest in the Property is sold or transferred without
Lender’s prior written consent, Lender may require immediate payment
in full of all that I owe under this Loan Agreement. Lender will not ex-
ercise this option if Applicable Law prohibits. If Lender exercises this
option, Lender will give me notice that Lender is demanding payment
of all that I owe. This notice will give me a period of not less than
twenty-one days from the date of the notice within which I must pay
all that I owe under this Loan Agreement. If I fail to pay all that I owe
before the end of this period, Lender may use any remedy allowed by
the Loan Agreement."
(18) Lender, contractor, and borrower’s promises and
agreements. The model provision regarding the lender, contractor, and
borrower’s promises and agreements reads: "LENDER, CONTRAC-
TOR, AND I PROMISE AND AGREE:".
(19) Acceleration and remedies. The model provision re-
garding acceleration and remedies reads:
Figure: 7 TAC §90.603(f)(19)
(20) Power of sale. The model provision regarding the
power of sale reads:
Figure: 7 TAC §90.603(f)(20)
(21) Borrower’s right to reinstate after acceleration. The
model provision regarding the borrower’s right to reinstate after accel-
eration reads:
Figure: 7 TAC §90.603(f)(21)
(22) Assignment of rents, Appointment of receiver, lender
in possession. The model provision regarding the assignment of rents,
appointment of receiver, and lender in possession reads: "As additional
security, I assign to you the rents of the Property, provided that you
have the right, prior to acceleration or abandonment of the Property,
to collect and retain the rents as they become due. Upon acceleration
or abandonment, you, by agent or by court-appointed receiver, will be
entitled to enter, take possession, manage the Property, and collect due
and past due rents. All rents you or the court-appointed receiver col-
lect will be applied rst to payment of the cost of management of the
Property and collection of rents, including receiver’s fees, premiums on
receiver’s bonds, and reasonable attorneys’ fees, and then to the sums
secured by this Deed of Trust. You and the receiver will be liable to
account only for rents received."
(23) Release. The model provision regarding the release
of the lien securing the loan agreement reads: "Lender will cancel and
return the Note to me and give me, in recordable form, a release of
lien securing the Loan Agreement or a copy of any endorsement of the
Note and assignment of the Lien to a Lender that is renancing the
Loan Agreement. I will pay only the cost of recording the release of
lien."
(24) Trustees and trustee liability. The model provision re-
garding trustees and trustee liability reads:
Figure: 7 TAC §90.603(f)(24)
(25) Assignment of contractor’s lien, commencement of
work. The model provision regarding the assignment of the contrac-
tor’s lien and specifying that no work was commenced before the con-
tract was executed reads: "Contractor and I have entered into the Con-
tract for improvements to be made to the Property. I will perform my
duties under the Contract. Under the Contract, I gave Contractor a Lien
on the Property. Contractor permanently transfers the Lien and any
other interest Contractor has in the Property to Lender. As additional
security, Contractor also agrees that the lien created by this Deed of
Trust has priority over the Lien. The purpose of the Note is to pay
in whole or in part the improvements to be made to the Property by
the Contractor. Contractor and I agree that the Lien is for Lender’s
sole benet. Any other interest Contractor has in the Property will be
merged with the Lien, and may be enforced by Lender according to
the terms of this Deed of Trust. Contractor and I further agree that no
Work was performed or material delivered before the Contract was ex-
ecuted."
(26) Subrogation. The model provision regarding subroga-
tion reads: "If I ask, Lender will use proceeds from the Loan Agree-
ment to pay off all valid outstanding liens against the Property. Lender
will then own all rights, superior titles, liens, and interests owned or
claimed by any owner or holder of an outstanding lien or debt. Lender
owns these things whether the lien or debt is transferred to Lender or
whether it is released by the holder upon payment."
(27) Partial invalidity. The model provision regarding
what happens if the sums secured and other charges violate applicable
law reads: "If any portion of the sums secured by this Deed of Trust
cannot be lawfully secured, payments minus those sums will be
applied rst to the portions not secured. If any charge provided for in
this Loan Agreement, separately or together with other charges that
are considered part of this Loan Agreement, violates Applicable Law,
the charge is reduced to the extent necessary to eliminate the violation.
Lender will refund the amount of interest or other charges paid to
Lender in excess of the amount permitted by Applicable Law. At
Lender’s option, the amount in excess will either be refunded directly
to me or will be applied to reduce the principal of the debt."
(28) Renewal and extension. The model provision regard-
ing the renewal and extension of the note secured by the deed of trust
reads: "The Note secured by this Deed of Trust is renewed and ex-
tended, but not in extinguishment of the debt under the Contract iden-
tied in the paragraph entitled "Assignment of Contractor’s Lien, Com-
mencement of Work" and the Note."
(29) Sale of loan, change of loan servicer, notice of
grievance, lender’s right to comply. The model provision regarding
the sale of the loan, change of loan servicer, notice of grievance, and
the lender’s right to comply reads: "A full or partial interest in the
Loan Agreement can be sold one or more times without prior notice
to me. The sale may result in a change of the company servicing or
handling the Loan Agreement. The company servicing or handling the
Loan Agreement will collect my monthly payment and will comply
with other servicing conditions required by the Loan Agreement or
Applicable Law. In some cases, the company servicing or handling
the Loan Agreement may change even if the Loan Agreement is not
sold. If the company servicing or handling the Loan Agreement is
changed, I will be given written notice of the change. The notice will
state the name and address of the new company, the address to which
my payments should be made, and any other information required by
RESPA. Any notice of acceleration and opportunity to cure under the
Loan Agreement will satisfy the notice and opportunity to address the
alleged violation provisions of this Section. No agreement between
Lender and me or any third party will limit Lender’s ability to comply
with Lender’s duties under the Loan Agreement and Applicable
Law. Lender and I are limiting all agreements so that all current
or future interest or fees in connection with this Loan Agreement
will not be greater than the highest amount allowed by Applicable
Law. Lender and I intend to conform the Loan Agreement to the
provisions of Applicable Law. If any part of the Loan Agreement is
in conict with the Applicable Law, then that part will be corrected or
removed. This correction will be automatic and will not require any
amendment or new document. Lender’s right to cure any violation
will survive my paying off the Loan Agreement. My right to cure will
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override any conicting provision of the Loan Agreement. Lender’s
right-to-comply as provided in this Section will survive the payoff of
the Loan Agreement. The provisions of this Section will supersede
any inconsistent provision of the Loan Agreement."
(30) Hazardous substances. The model provision regard-
ing hazardous substances reads:
Figure: 7 TAC §90.603(f)(30)
(31) Lender’s rights and Borrower’s responsibilities. The
model provisions regarding the lender’s rights and the borrower’s re-
sponsibilities reads:
Figure: 7 TAC §90.603(f)(31)
(32) Default. The model provision regarding borrower’s
default reads: "Any default of my agreements with Lender will be a
default of this Deed of Trust."
(33) Request for notice of default and foreclosure under su-
perior mortgages or deeds of trust. The model provision regarding the
lender and borrower’s request for notice of default and foreclosure un-
der superior mortgages or deeds of trust reads:
Figure: 7 TAC §90.603(f)(33)
(34) Signature blocks. The parties’ signatures must be no-
tarized. Licensee may use a different notary acknowledgment without
having to submit the deed of trust to the agency as non-standard. Doc-
uments for a home improvement loan on a homestead must be signed
at the ofce of the lender, an attorney at law, or a title company. If this
provision applies, the model clause, "This document must be signed at
the ofce of the Lender, an attorney at law, or a title company" should
appear above the signature of the borrower. The model provision re-
garding signature blocks reads:
Figure: 7 TAC §90.603(f)(34)
(35) Notice of condentiality rights clause. on or after Jan-
uary 1, 2004, the security document must incorporate a "Notice of Con-
dentiality Rights" disclosure. The disclosure or notice must:
(A) appear on the rst page of the security document;
(B) be in at least 12-point boldfaced type or 12-point
uppercase lettering; and
(C) be substantially similar to the required notice or
disclosure under Section 11.008(b) of the Texas Property Code. The
model notice of condentiality rights clause reads: "NOTICE OF
CONFIDENTIALITY RIGHTS: I MAY REMOVE OR STRIKE
MY SOCIAL SECURITY NUMBER OR MY DRIVER’S LICENSE
NUMBER FROM THIS DOCUMENT BEFORE IT IS FILED IN
THE PUBLIC RECORDS."
§90.604. Permissible Changes.
(a) A licensee may consider making the following types of
changes to the second lien home improvement contracts plain language
model clauses:
(1) Regulation Z of the Truth in Lending Act provides a
right of rescission form that must be provided to consumers in a trans-
action involving the consumer’s principal dwelling. The TILA right of
rescission form for use in a transaction involving the consumer’s prin-
cipal dwelling reads:
Figure: 7 TAC §90.604(a)(1)
(2) If the Texas constitutional homestead requirements ap-
ply to the transaction, the licensee must add a clause regarding notice
of cancellation, place of singing the contract, and the ve-day waiting
period. The model clause regarding the notice of cancellation, place of
signing the contract, and the ve-day waiting period reads:
Figure: 7 TAC §90.604(a)(2)
(3) Article 16, Section 50(a)(5) of the Texas Constitution
provides that a contract for improvements on a homestead must
expressly provide the owner with notice of the owner’s right to cancel
the contract. The model notice regarding owner’s right to cancel the
contract reads: "NOTICE OF RIGHT TO CANCEL. THE OWNER
MAY CANCEL THE CONTRACT WITHOUT PENALTY OR
CHARGE WITHIN THREE DAYS AFTER THE EXECUTION OF
THE CONTRACT BY ALL PARTIES, UNLESS THE WORK AND
MATERIAL ARE NECESSARY TO COMPLETE IMMEDIATE
REPAIRS TO CONDITIONS ON THE HOMESTEAD PROPERTY
THAT MATERIALLY AFFECT THE HEALTH OR SAFETY OF
THE OWNER OR PERSON RESIDING IN THE HOMESTEAD
AND THE OWNER OF THE HOMESTEAD ACKNOWLEDGES
SUCH IN WRITING."
(4) Chapter 39 of the Texas Business and Commerce Code
requires that notice must be given to the consumer regarding the con-
sumer’s right to cancel certain types of transactions. If this chapter is
applicable, the notice that must be given to licensee must appear in im-
mediate proximity to the consumer’s signature, or on the front page of
the receipt if a contract is not used. The notice must be in boldfaced
type and must be the equivalent of at least 10 points in the Times type-
face. The statement of which the notice must be substantially similar to
reads: "YOU, THE BUYER, MAY CANCEL THIS TRANSACTION
AT ANY TIME PRIOR TO MIDNIGHT OF THE THIRD BUSINESS
DAY AFTER THE DATE OF THIS TRANSACTION. SEE THE AT-
TACHED NOTICE OF CANCELLATION FORM FOR AN EXPLA-
NATION OF THIS RIGHT."
(5) Chapter 39 of the Texas Business and Commerce Code
also requires, if applicable, that a completed notice of cancellation form
in duplicate be attached to the loan documents or receipt of the con-
sumer transaction. This notice must be easily detachable from the con-
tract or receipt, be in the same language as the contract or receipt, be in
boldfaced type, and be the equivalent of at least 10 points in the Times
typeface. The required notice of cancellation reads:
Figure: 7 TAC §90.604(a)(5)
(6) The addition of information related to information set
forth in the model clauses that is not otherwise prohibited by law.
(7) Substituting another term for "Lender" or "Borrower"
that has the same meaning, or use of pronouns such as "you," "we,"
and "us."
(8) The model clauses may be presented in any order, and
may be combined or further segregated at the licensee’s option.
(9) Inserting descriptive headings or number provisions.
(10) Changing the case of a word if otherwise permitted by
the Texas Finance Code.
(11) Other changes that do not affect the substance of the
disclosures.
(12) A sample model contract that does not allow for with-
drawals or multiple advances reads:
Figure: 7 TAC §90.604(a)(12)
(13) A sample model promissory note that does not allow
for withdrawals or multiple advances reads:
Figure: 7 TAC §90.604(a)(13)
(14) A sample model contract that allows for withdrawals
or multiple advances reads:
Figure: 7 TAC §90.604(a)(14)
(15) A sample model promissory note that allows for with-
drawals or multiple advances reads:
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Figure: 7 TAC §90.604(a)(15)
(16) A sample model deed of trust that allows for with-
drawals or multiple advances reads:
Figure: 7 TAC §90.604(a)(16)
(b) A licensee has considerable exibility to arrange the for-
mat of the model form if the revised format does not signicantly ad-
versely affect the substance, clarity, or meaningful sequence of the dis-
closures.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER G. SPANISH DISCLOSURES
7 TAC §§90.701 - 90.706
The Finance Commission of Texas proposes new 7 TAC, Chap-
ter 90, Subchapter G, §§90.701 - 90.706, concerning plain lan-
guage contract provisions for Texas Finance Code, Chapter 342
transactions. The new rules contained in 7 TAC §§90.701 -
90.706 outline provisions concerning required documents when
loans under Chapter 342 or home equity loans regulated by the
Ofce of Consumer Credit Commissioner have certain terms ne-
gotiated in Spanish.
These rules are being relocated and reorganized. The agency
believes that the reorganization will benet licensees in that
these rules will be in a more logical location and order and
will be easier to nd. The new rules are substantially similar
to the rules pending repeal, as found in 7 TAC, Subchapter
Q, §§1.1251 - 1.1256. The commission’s proposed repeal of
Subchapter Q is published elsewhere in this issue of the Texas
Register.
The purpose of §§90.701 - 90.706 is to implement the amend-
ments contained in subsection (a-1) to Texas Finance Code
§341.502, as enacted by the 79th Texas Legislature in House
Bill 1547. Section 341.502 requires contracts for consumer
loans under Chapter 342 to be written in plain language. The
amendments to the statute require that certain disclosures be
provided in Spanish when the terms of an agreement for the
specied loans are negotiated in Spanish. The rules propose
model disclosure language that is designed to comply with
the plain language requirements of §341.502. A creditor may
receive certain legal benets by using the prescribed model lan-
guage; however, a creditor may choose to use its own Spanish
disclosure. A creditor is not required to submit a Spanish disclo-
sure for plain language review as contemplated in §341.502(c).
The following paragraphs regarding the purpose of each rule
track the original purpose language used when each rule was
originally adopted. These purposes still exist. Additional expla-
nation is provided under sections where recent changes in lan-
guage have been incorporated into the proposed new rules as a
result of the agency’s rule review of current Subchapter Q, under
Title 7, Part 1, Chapter 1 of the Texas Administrative Code. The
remaining changes throughout all sections consist of revisions to
formatting, grammar, punctuation, spelling, and other technical
corrections. If no additional explanation is provided other than
the main purpose of the rule, then the only changes made from
the prior version of a rule pending repeal to the new rule being
proposed are technical and nonsubstantive in nature. Please
note that minor revisions in wording have been made to some
rules and gures from their previously enacted version, but of-
ten such changes do not substantively affect the meaning of the
rules, model clauses, or contracts and thus, further explanation
is unnecessary.
Section 90.701 (current §1.1251) claries the types of transac-
tions that are covered by the provisions of the proposed rules.
These rules only apply to closed-end transactions as the provi-
sions of §341.502(a-1) require that the Spanish disclosure which
must be delivered be identical to disclosures for a closed-end
transaction under 12 C.F.R. §226.18. Section 341.502(a-1) also
requires that the disclosure be given "if the terms of the agree-
ment for a loan under Subsection (a) were negotiated in Span-
ish." (emphasis added) Since the statutory language expressly
limits the requirement to loans, retail installment transactions
under Chapter 348, which are not loans, are not covered by
§341.502(a-1) and the proposed rules. A creditor under Chap-
ter 348 may choose to optionally comply with the proposed rules.
Section 341.001(9) and §301.002(10), Texas Finance Code de-
ne a "loan" as an advance of cash as contrasted to Texas Fi-
nance Code §348.007 which denes a retail installment transac-
tion as a credit sale of a motor vehicle.
Section 90.702 (current §1.1252) details which contract terms,
that when a creditor provides information about credit items in
Spanish in relation to a credit transaction with a debtor, will con-
stitute negotiation in Spanish, and hence require written disclo-
sure in Spanish.
Section 90.703 (current §1.1253) outlines disclosure options, in-
cluding gures containing model forms that may be utilized.
The model forms contained in §90.703 have been revised to cor-
rect minor errors in the Spanish translation.
Section 90.704 (current §1.1254) provides a list of items that
do not require translation, such as names, addresses, brand
names, and others.
Section 90.705 (current §1.1255) discusses transactions with
multiple creditors and/or multiple debtors and the methods for
providing disclosure.
Section 90.706 (current §1.1256) states that the English lan-
guage contract is the legal document.
Leslie L. Pettijohn, Consumer Credit Commissioner, has deter-
mined that for the rst ve-year period the rules are in effect there
will be no scal implications for state or local government as a
result of administering the rules.
Commissioner Pettijohn has determined that for each year of the
rst ve years the rules are in effect the public benet anticipated
as a result of the new rules will be more complete disclosure to
Spanish-speaking debtors, enhanced compliance with the credit
laws, and increased uniformity and consistency in credit con-
tracts. The general substance of these rules has already been in
effect, as the rules are simply being relocated with some techni-
cal corrections. Thus, there is no anticipated cost to persons who
are required to comply with the new rules as proposed. There is
no anticipated adverse economic effect on small or micro busi-
PROPOSED RULES May 12, 2006 31 TexReg 3833
nesses. There will be no effect on individuals required to comply
with the sections as proposed.
The rules contained in §§90.701 - 90.706 pertain only to those
creditors who choose to negotiate certain key terms of credit
transactions in Spanish with consumers. Because a licensee
complies with the proposal by providing a Spanish translation
of the contract form, by using the model forms contained in
§90.703, or by providing its own forms containing the necessary
disclosures, the potential additional costs imposed by the pro-
posal are limited. In some cases creditors already comply with
these provisions and no additional costs would be required. For
those who decide to modify their forms based on the revisions
to the model forms, the potential anticipated costs would include
the costs associated with copying a contract or new forms, and
costs attributable to the loss of obsolete forms in inventory. Po-
tential additional copy costs are estimated to be approximately
$0.30 - $0.40 per contract or new form. There will be no adverse
effect on small businesses as compared to the effect on large
businesses.
Some licensees who use or lease specialized computer software
programs for their loan business may experience some addi-
tional costs. These costs are impossible to predict. The agency
has attempted to lessen these costs by providing the software
programmers with the text of the forms. Whether programmers
will use the adopted forms or provide Spanish translations of the
full contracts is not predictable. Whether the programmers will
charge an additional fee for a document they do not have to draft
is also not predictable.
Comments on the proposed new rules may be submitted
in writing to Laurie Hobbs, Assistant General Counsel, Of-
ce of Consumer Credit Commissioner, 2601 North Lamar
Boulevard, Austin, Texas 78705-4207 or by e-mail to lau-
rie.hobbs@occc.state.tx.us. To be considered, a written
comment must be received on or before the 31st day after the
date the proposed sections are published in the Texas Register.
At the conclusion of the 31st day after the proposed sections are
published in the Texas Register, no further written comments
will be considered or accepted by the commission.
These new sections are proposed under Texas Finance Code
§11.304, which authorizes the Finance Commission to adopt
rules to enforce Title 4 of the Texas Finance Code. Additionally,
Texas Finance Code §342.502 grants the Finance Commission
the authority to adopt rules to govern the form of Chapter 342
contracts and to adopt model plain language contracts.
These rules affect Texas Finance Code, Chapter 342, Subchap-
ters E, F, and G.
§90.701. Applicability.
(a) If a contract for loan under Chapter 342, Subchapters E, F,
or G is negotiated in Spanish, then a licensee must deliver a disclosure
to the debtor in Spanish no later than consummation of the contract.
(b) If a retail installment transaction under Chapter 348 is ne-
gotiated in Spanish, then a creditor may but is not required to deliver a
disclosure specied in §90.703 of this title to the debtor in Spanish.
(c) The disclosure requirement does not apply to open-end
transactions.
§90.702. Negotiation in Spanish.
(a) The disclosure specied in §90.703 of this title must be
given if a creditor provides information in relation to a credit transac-
tion with a debtor or the debtor’s representative regarding any of the
following credit terms in Spanish:
(1) amount nanced;
(2) nance charge;
(3) annual percentage rate;
(4) the amount of any payment or schedule of payments;
(5) total of payments; or
(6) security interest.
(b) Advertising exception. A creditor is not required to pro-
vide a disclosure specied in §90.703 of this title if a creditor adver-
tises credit terms in Spanish that are specied in this section.
§90.703. Form of Disclosure.
(a) The creditor may at its option provide a debtor one of the
following:
(1) a Spanish translation of the contract form that includes
a Spanish translation of the disclosure form under 12 C.F.R. §226.18;
(2) for transactions subject to Chapter 342, Subchapter E,
a copy of the "Noticación de Crédito Al Consumidor (Préstamo a Pla-
zos)" as prescribed in Figure: 7 TAC §90.703(a)(2);
Figure: 7 TAC §90.703(a)(2)
(3) for transactions subject to Chapter 342, Subchapter F:
(A) a copy of the "Noticación de Crédito Al Consum-
idor (Préstamo)," as prescribed in Figure: 7 TAC §90.703(a)(3)(A),
selecting the appropriate late charge payment option; and
Figure: 7 TAC §90.703(a)(3)(A)
(i) Late Charge Option 1: "Late Charge: If I don’t
pay an entire payment within 10 days after it is due, you can charge me
a late charge. The late charge will be 5% of the scheduled payment."
(ii) Late Charge Option 1 Spanish Translation:
"Cargos por Retrasos: Si no doy un pago completo dentro de 10 días
después de vencerse, me puedes cobrar un cargo por retraso. El cargo
por retraso será el 5% de la cantidad del pago."
(iii) Late Charge Option 2: "Late Charge: For a loan
that has an amount nanced of less than $100, the late charge for a
payment that is unpaid for 10 days after it is due is 5% of the amount
of the installment. For a loan that has an amount nanced of $100 or
more, the late charge for a payment that is unpaid for 10 days after it is
due is the greater of $10 or 5% of the amount of the installment."
(iv) Late Charge Option 2 Spanish Translation:
"Cargos por Retrasos: Para un préstamo en el cual la cantidad nan-
ciada es menor de $100, el cargo por retraso en un pago que no se
liquida por 10 días después de vencerse es 5% de la cantidad del pago.
Para un préstamo en el cual la cantidad nanciada es de $100 o más,
el cargo por retraso en un pago que no se liquida por 10 días después
de vencerse es de $10 o 5% de la cantidad del pago atrasado, lo que
sea mayor."
(B) a copy of the "Conceptos Financieros," as pre-
scribed in Figure: 7 TAC §90.703(a)(3)(B);
Figure: 7 TAC §90.703(a)(3)(B)
(4) for transactions subject to Chapter 342, Subchapter G,
a copy of the "Noticación de Crédito Al Consumidor (Préstamo de
Segunda Hipoteca)" as prescribed in Figure: 7 TAC §90.703(a)(4); or
Figure: 7 TAC §90.703(a)(4)
(5) for transactions subject to Chapter 348, a copy of the
"Noticación de Crédito Al Consumidor (Contrato de Menudeo a
Plazos para Vehículo Automotor)" as prescribed in Figure: 7 TAC
§90.703(a)(5), selecting the appropriate late charge payment option.
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Figure: 7 TAC §90.703(a)(5)
(b) Creditors may delete inapplicable provisions of the disclo-
sure. Creditors may also delete any of the English portions of Figure:
7 TAC §90.703(a)(4) or the lower portion of the disclosure below the
payment schedule box of Figure: 7 TAC §90.703(a)(3)(A).
§90.704. Items Excluded From Translation Requirement.
The summary or translation required under Texas Finance Code,
§341.502(a-1) may retain the following elements in English without
translation to Spanish:
(1) names and titles of individuals, companies and other
persons;
(2) addresses;
(3) brand names, trade names, trademarks, registered ser-
vice marks, or full or abbreviated designations of the make and model
of goods or services;
(4) alphanumeric codes, numerals, dollar amounts ex-
pressed in numerals, or dates; or
(5) words or expressions not having a generally-accepted
Spanish translation.
§90.705. Multiple-Party Transactions.
If there are multiple creditors in the transaction, only one creditor needs
to provide the information required by §90.703 of this title. If there are
multiple debtors in a transaction, the creditor may deliver the informa-
tion required by this section to any one or more of the debtors. The
information may, but need not be, signed by the borrower or creditor.
§90.706. Legal Document.
(a) The agreement entered in the English language is the legal
document and determines the rights and obligations of the parties. The
disclosures required by federal law entered in the English language are
the legal disclosures and determine the disclosure obligations of the
creditor.
(b) The creditor may at its option add the following disclaimer:
(1) "NOTICE REGARDING THE TRANSLATION INTO
SPANISH: The English document is the legal document and reects
the parties’ rights and obligations. The translation into Spanish of the
document is provided for the convenience of the Borrower."
(2) Spanish Translation: "AVISO CON RESPECTO A LA
TRADUCCIÓN AL ESPAÑOL: El documento en inglés es el docu-
mento legal y reeja los derechos y obligaciones de las partes. La tra-
ducción al español del documento se ofrece para la conveniencia del
Prestatario."
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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TITLE 16. ECONOMIC REGULATION
PART 2. PUBLIC UTILITY
COMMISSION OF TEXAS
CHAPTER 25. SUBSTANTIVE RULES
APPLICABLE TO ELECTRIC SERVICE
PROVIDERS
SUBCHAPTER O. UNBUNDLING AND
MARKET POWER
DIVISION 5. COMPETITION IN NON-ERCOT
AREAS
16 TAC §25.422
The Public Utility Commission of Texas (commission) proposes
new §25.422, relating to Transition to Competition for Certain
Areas Within the Southwest Power Pool. The proposed new
rule addresses the readiness of the Southwestern Electric Power
Company service area in Texas (SWEPCO) and the Southwest
Power Pool portion of the AEP Texas North Company service
area in Texas (Texas North-SPP) to offer retail competition. Cus-
tomer choice has been delayed in these areas by either legisla-
tive mandate or order of the commission and is currently delayed
until January 1, 2007, at the earliest, by order in Docket Number
24869, Southwest Power Pool Market Readiness Implementa-
tion Docket. If this rule is adopted as proposed, the commis-
sion would determine, pursuant to Public Utility Regulatory Act,
Texas Utilities Code Annotated (Vernon 1998, Supplement 2005)
§39.103 (PURA), that the power region in which SWEPCO and
Texas North-SPP are located is unable to offer fair competition
and reliable service to all retail customer classes in Texas; there-
fore, customer choice would be further delayed until at least Jan-
uary 1, 2011, and until the stages of development set forth in this
rule are completed. This rule is a competition rule subject to ju-
dicial review as specied in PURA §39.001(e). Project Number
32104 is assigned to this proceeding.
The commission’s proposal to determine that the power region
in which SWEPCO and Texas North-SPP are located is unable
to offer fair competition and reliable service to all retail customer
classes in Texas is based on its experience in introducing retail
competition in the Electric Reliability Council of Texas (ERCOT)
region, and its attempt to introduce retail competition in other ar-
eas of Texas outside of ERCOT, including previous efforts involv-
ing the SWEPCO service area. The commission’s successful
efforts to establish retail competition in ERCOT began after the
passage of Senate Bill 7 in 1999. In order to transition to retail
competition in accordance with the statutory timeline of PURA,
the commission and market participants engaged in various pro-
ceedings to restructure the existing electric utilities, develop pro-
tocols for the market, and establish ERCOT as an independent
regional transmission operator. These steps were completed be-
fore the commission opened a pilot project in ERCOT and deter-
mined that the market was ready for retail competition.
Outside of the ERCOT service area, the commission has autho-
rized pilot programs for retail competition in the non-ERCOT ser-
vice areas of Entergy Gulf States, Inc. (Entergy), Southwestern
Public Service Company (SPS), and SWEPCO. In two of these
areas, no retail electric providers (REPs) offered service during
the pilot projects, and no customers switched their service from
the utility to a REP. At one point, a single REP served a small
number of commercial customers under the Entergy pilot project,
but subsequently discontinued service to these customers. As
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a result of the outcome of these pilot projects, the commission
delayed the beginning of retail competition in the Entergy and
SWEPCO areas. Subsequently, the legislature enacted a law to
delay competition in the SPS area and required Entergy to sub-
mit a new transition to competition plan by January 2007.
SWEPCO and Texas North-SPP have taken steps towards a
possible transition to competition, including the initiation of pilot
programs and the establishment of rates for the pilot programs;
the ling of a business separation plan, unbundled cost of ser-
vice rates, and price-to- beat rates; and the separation of com-
petitive energy services. However, many of the steps that led
to the successful introduction of competition in the ERCOT area
have not taken place in the SWEPCO and Texas North SPP ar-
eas, including the development of a centralized wholesale mar-
ket in the power region, development of retail market protocols
and the certication of a qualied power region. Due to the lack
of participation in the existing pilot programs in the areas and the
need for further development of the wholesale and retail market
structure that the commission deems necessary for a success-
ful transition to competition, the commission proposes that retail
competition in these areas be further delayed. Additionally, the
commission proposes that the necessary steps to achieve retail
competition be set out in a rule to establish an orderly transition
to full customer choice in those areas.
The new section, if adopted, will establish an orderly transition
to full customer choice in those areas, recognizing the prelim-
inary steps to competition that have already been taken in the
SWEPCO and Texas North-SPP areas. The sequence set forth
in this rule would be based upon completing the listed items in
each stage before the next stage is initiated. This sequence
of events is similar to that approved in P.U.C. Substantive Rule
§25.421, of this title (relating to Transition to Competition for a
Certain Area Outside the Electric Reliability Council of Texas Re-
gion) which delays competition in the portions of Texas served
by El Paso Electric Company (EPE). However, unlike EPE, in
the case of SWEPCO some preliminary steps towards compe-
tition have been taken, and therefore the proposed rule recog-
nizes that certain positive steps have already been taken. The
current pilot projects for SWEPCO and Texas North-SPP would
continue throughout these stages, but must progress to a point
that the commission can evaluate the results of the pilot projects
pursuant to §25.431 of this title (relating to Retail Competition Pi-
lot Projects). Under the proposed rule, before opening the area
to full retail competition, the commission must determine whether
the pilot projects have progressed to a point that competitive re-
tail electric providers are providing service to a reasonable num-
ber of customers for all major customer classes in the SWEPCO
and Texas North-SPP service areas. After the completion of the
other required stages and successful operation of a robust pilot
project, the commission would determine whether full retail com-
petition should commence in these areas.
Lauren Damen, Senior Retail Market Analyst, Electric Industry
Oversight Division, has determined that for each year of the rst
ve-year period the proposed section is in effect there will be
no scal implications for state or local government as a result of
enforcing or administering the section.
Ms. Damen has determined that for each year of the rst ve
years the proposed section is in effect the public benet antici-
pated as a result of enforcing the section will be increased cer-
tainty with respect to utility rates and service and the transition
to competition in the SWEPCO and Texas North-SPP service
areas. There will be no adverse economic effect on small busi-
nesses or micro-businesses as a result of enforcing this section.
There is no anticipated economic cost to persons who are re-
quired to comply with the section as proposed. The introduction
of retail competition requires a regulated utility to undertake a
number of organizational changes and regulatory activities that
may have an economic cost. The proposed rule would sequence
these activities in a way that is logical and that should help avoid
unnecessary costs. The proposed rule would not impose addi-
tional costs on the regulated utility.
Ms. Damen has also determined that for each year of the rst ve
years the proposed section is in effect there should be no effect
on a local economy, and therefore no local employment impact
statement is required under Administrative Procedure Act (APA),
Texas Government Code §2001.022.
The commission staff will conduct a public hearing on this rule-
making, if requested pursuant to the Administrative Procedure
Act, Texas Government Code §2001.029, at the commission’s
ofces located in the William B. Travis Building, 1701 North Con-
gress Avenue, Austin, Texas 78701 on Tuesday, June 27, 2006,
at 10:00 a.m. The request for a public hearing must be received
within 30 days after publication of the proposed rule.
Comments on the proposed new section may be submitted to
the Filing Clerk, Public Utility Commission of Texas, 1701 North
Congress Avenue, P.O. Box 13326, Austin, Texas 78711- 3326,
within 31 days after publication. Sixteen copies of comments to
the proposed new section are required to be led pursuant to
§22.71(c) of this title. Reply comments may be submitted within
45 days after publication. Comments should be organized in a
manner consistent with the organization of the proposed rule.
The commission invites specic comments regarding the costs
associated with, and benets that will be gained by, implementa-
tion of the proposed section. The commission will consider the
costs and benets in deciding whether to adopt the section. All
comments should refer to Project Number 32104.
This new section is proposed under the Public Utility Regula-
tory Act, Texas Utilities Code Annotated §14.002 (PURA), which
provides the Public Utility Commission with the authority to make
and enforce rules reasonably required in the exercise of its pow-
ers and jurisdiction, and specically PURA §39.051, which re-
quires an electric utility to separate its business functions prior
to the introduction of retail competition; PURA §39.102, which
requires the implementation of retail customer choice after Jan-
uary 1, 2002 and allows the afliated retail electric provider to
provide service until the customer chooses service from another
provider; PURA §39.103, which grants the commission the au-
thority to delay competition if a power region cannot offer fair
competition and reliable service to all customer classes; PURA
§39.104, which addresses the retail competition pilot projects;
PURA §39.151, which requires that a power region establish
one or more independent organizations, and sets forth require-
ments for commission authority over an independent organiza-
tion; PURA §39.152, which grants the commission authority to
certify a power region; PURA §39.153 which sets forth require-
ments for capacity auctions; PURA §39.154, which grants the
commission authority to evaluate market power; PURA §39.156,
which requires the mitigation of market power due to ownership
of capacity; PURA §39.201, which addresses unbundled cost-of-
service rates; PURA §39.202, which establishes the price-to-
beat obligation for afliated retail electric providers; and PURA
§39.904 and §39.905, which address the state goals for renew-
able energy development and energy efciency.
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Cross Reference to Statutes: Public Utility Regulatory Act
§§14.002, 39.051, 39.102, 39.103, 39.104, 39.151, 39.152,
39.153, 39.154, 39.156, 39.201, 39.202, 39.904, and 39.905.
§25.422. Transition to Competition for Certain Areas Within the
Southwest Power Pool.
(a) Purpose. The purpose of this section is to address the
process and the sequence of events for the introduction of retail
competition in the Southwestern Electric Power Company service area
in Texas (SWEPCO) and in the Southwest Power Pool portion of the
AEP Texas North Company service area in Texas (Texas North-SPP).
(b) Application. This section shall apply to SWEPCO and
Texas North-SPP (collectively referred to as "the utilities").
(c) Readiness for retail competition. The commission deter-
mines that the power region in which SWEPCO and Texas North-SPP
are located will be unable to offer fair competition and reliable ser-
vice to all retail customer classes in Texas until January 1, 2011, at the
earliest. Therefore, pursuant to Public Utility Regulatory Act (PURA)
§39.103, the introduction of full retail competition for these portions of
the power region in Texas shall be further delayed until this region can
offer fair competition and reliable service to all retail customer classes,
subject to the terms and conditions established in this section.
(d) Cost-of-service regulation. Until the date authorized by
the commission for the implementation of full retail competition in
SWEPCO and Texas North-SPP pursuant to this section, the rates of
the utilities are subject to regulation under PURA Chapter 36. Until
full retail competition begins, the utilities shall le Annual Earnings
Reports as required by §25.73 of this title (relating to Financial and
Operations Reports) in lieu of the Annual Report required by PURA
§39.257.
(e) Transition to competition. Full retail competition shall not
be introduced in the utilities’ service areas before January 1, 2011. In
addition, the introduction of retail competition in the utilities’ service
areas shall be conditioned on successful fulllment of the sequence
of events and activities set forth in paragraphs (1) through (5) of this
subsection. All the listed items in each stage must be completed before
the next stage is initiated. Unless stated otherwise in the rule, each
of the activities will be conducted by the commission in conjunction
with SWEPCO and Texas North-SPP and other interested parties. Full
retail competition will not begin in SWEPCO and Texas North-SPP
until completion of the fourth stage.
(1) The stages outlined below assume that the following
activities have been completed, by SWEPCO and Texas North-SPP:
(A) The initiation of a pilot program, including the es-
tablishment of rates for the pilot program.
(B) The ling of a business separation plan, unbundled
cost of service, and price-to-beat rates.
(C) The separation of competitive energy services.
(D) Approval by the Federal Energy Regulatory Com-
mission (FERC) of a regional transmission organization for the power
region containing the utilities’ service areas and the commencement of
independent operation of the transmission network, that ensures non-
discriminatory access, under the approved regional transmission organ-
ization.
(2) The rst stage consists of the following activities:
(A) The utilities will continue the operation of the pilot
projects to a point that competitive retail electric providers are provid-
ing service to a reasonable number of customers for all major customer
classes in the pilot program offered in the utilities’ service areas;
(B) The utilities will le a plan for the development of
retail market protocols to facilitate retail competition;
(C) The utilities will le a plan for the development of
a balancing energy market, market for ancillary services, and market-
based congestion management system for the wholesale market in the
region in which the regional transmission organization operates; and
(D) A seams agreement will be implemented with ad-
jacent power regions to reduce barriers to entry and facilitate competi-
tion.
(3) The second stage consists of the following activities:
(A) The utilities shall le a transition to competition
plan identifying how they intend to achieve full customer choice, in-
cluding:
(i) certication of a qualied power region under
PURA §39.152;
(ii) auctioning rights to generating capacity;
(iii) the establishment of a price to beat for eligible
residential and commercial customers;
(iv) the retail market protocols that will be applica-
ble in the utilities’ service areas;
(v) a plan, developed with the regional transmission
organization, the statewide registration agent, and market participants,
for testing retail and wholesale systems, including those systems nec-
essary for switching customers to the retail electric provider of their
choice and for settlement of wholesale market transactions;
(vi) any necessary amendments to the previously
led business separation plan;
(vii) an unbundled cost of service rate ling pack-
age; and
(viii) any necessary amendments the previously
led price-to-beat rates.
(B) The activities to be completed by the commission
in the second stage are to:
(i) Approve, modify, or reject the transition to com-
petition plan within 180 days after the date of ling unless a hearing
is requested. If a hearing is requested, the 180-day deadline shall be
extended one day for each day of hearing;
(ii) Approve a business separation plan or amend-
ments to business separation plan;
(iii) Set unbundled transmission and distribution
rates;
(iv) Certify a qualied power region, for an area that
includes the utilities, pursuant to PURA §39.152; and
(v) Set price-to-beat rates for the utilities’ service ar-
eas.
(4) The third stage consists of the following activities:
(A) The commission shall evaluate the results of the pi-
lot projects pursuant to §25.431 of this title (relating to Retail Competi-
tion Pilot Projects), including whether the pilot project has progressed
to a point that competitive retail electric providers are providing service
to a reasonable number of customers for all major customer classes in
the pilot programs offered in the utilities’ service areas and whether
the retail and wholesale systems have been tested and are performing
adequately.
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(B) The utilities shall initiate capacity auctions pursuant
to PURA §39.153 and §25.381 of this title (relating to Capacity Auc-
tions) at a time to be determined by the commission, and consistent
with the transition to competition plan.
(5) The fourth stage consists of the following activities:
(A) The utilities shall le a request for approval to com-
mence competition, consistent with the procedures and standards de-
veloped in the previous stages. This ling should be made at least 180
days before the anticipated date of the commencement of competition.
(B) The commission shall evaluate whether the power
region can offer fair competition and reliable service to all retail cus-
tomer classes, and whether there are any outstanding items in the com-
petition plan that must be completed prior to the commencement of full
competition. If the commission concludes that the power region can of-
fer fair competition and reliable service to all retail customer classes,
it shall issue an order initiating retail competition consistent with the
approved transition to competition plan.
(f) Annual Report. If full retail competition has not been im-
plemented by January 1, 2011, the utilities shall le a report with the
commission by January 31, 2011 identifying the items required by this
rule that have not yet been completed and an estimate of when comple-
tion of each item is anticipated. The utilities shall make a similar ling
each year on January 31 until full retail competition in their service ar-
eas is authorized by the commission or the commission rules that no
further reports are necessary.
(g) Pilot Project Continuation. Notwithstanding the provi-
sions of subsection (e) of this section, the Pilot Projects in the utilities’
service areas shall continue. However, so long as the utilities can
effectively administer customer registrations and convey information
relating to a customer’s choice of retail electric provider and meter
information to persons who need such information, they may continue
to perform these functions, subject to the codes of conduct.
(h) Protection of Contractual Rights. The transition to compe-
tition plan in the utilities’ service areas shall not adversely affect the
rights or obligations of an electric cooperative under a wholesale gen-
eration or transmission agreement.
(i) Energy efciency, and renewable energy requirements.
SWEPCO and Texas North SPP shall:
(1) Be subject to requirements of PURA §39.905 and
§25.181 of this title (relating to Energy Efciency Goal) and shall
continue to participate in the required energy efciency programs.
(2) Be subject to the requirements of PURA §39.904 and
§25.173 of this title (relating to Goal for Renewable Energy), and con-
tinue to participate in the renewable energy credits program.
(j) Applicability of other rules. This section governs the
implementation of PURA Chapter 39 requirements as applied to
SWEPCO and Texas North-SPP. If there is an inconsistency or con-
ict between this section and other rules in this Chapter (relating
to Substantive Rules Applicable to Electric Service Providers), the
provisions of this section shall control.
(k) Good cause. Upon a nding of good cause, as determined
by the commission, the sequence for retail competition set forth in sub-
section (e) of this section may be modied by commission order.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Public Utility Commission of Texas
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 936-7223
TITLE 22. EXAMINING BOARDS
PART 9. TEXAS MEDICAL BOARD
CHAPTER 175. FEES, PENALTIES AND
FORMS
22 TAC §175.2
The Texas Medical Board proposes an amendment to new
§175.2, concerning Registration and Renewal Fees.
Section 175.2 Increases the fee for physician registration of of-
ce based anesthesia by $10 to account for the mandatory fee
for on-line registration.
Michele Shackelford, General Counsel, Texas Medical Board,
has determined that for the rst ve-year period the section is in
effect there will be no scal implications to state or local govern-
ment as a result of enforcing the section as proposed. There will
be no effect to individuals required to comply with the section as
proposed.
Ms. Shackelford also has determined that for each year of the
rst ve years the section as proposed is in effect the public ben-
et anticipated as a result of enforcing the section will be to allow
the agency to recoup the expense of on-line registration There
will be no effect on small or micro businesses.
Comments on the proposal may be submitted to Sally Durocher,
P.O. Box 2018, Austin, Texas 78768-2018. A public hearing will
be held at a later date.
The amendment is proposed under the authority of the Texas Oc-
cupations Code Annotated, §153.001, which provides the Texas
Medical Board to adopt rules and bylaws as necessary to: gov-
ern its own proceedings; perform its duties; regulate the practice
of medicine in this state; enforce this subtitle; and establish rules
related to licensure.
No other statutes, articles or codes are affected by this proposal.
§175.2. Registration and Renewal Fees.
The board shall charge the following fees to continue licenses and per-
mits in effect:
(1) Physician Registration Permits:
(A) Initial biennial permit (includes surcharges of
$496)--$756.
(B) Subsequent biennial permit (includes surcharges of
$492)--$752.
(C) Additional biennial registration fee for ofce-based
anesthesia--$210 (includes surcharge of $10) [$200].
(D) Continuing medical education temporary license--
$55.
(2) Physician Assistant Registration Permits:
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(A) Initial annual permit (includes surcharges of $10)--
$229.
(B) Subsequent annual permit (includes surcharges of
$6)-- $225.
(3) Acupuncturists/Acudetox Specialists Registration Per-
mits:
(A) Initial annual permit for acupuncturist (includes
surcharges of $10)--$294.
(B) Subsequent annual permit for acupuncturist (in-
cludes surcharges of $6)--$290.
(C) Annual renewal for acudetox specialist certica-
tion--$59.
(4) Non-Certied Radiologic Technician permit annual re-
newal (includes surcharge of $2)--$86.
(5) Non-Prot Health Organization biennial recertica-
tion--$1,068.
(6) Surgical Assistants registration permits:
(A) Initial biennial permit (includes surcharges of $6)--
$474.
(B) Subsequent biennial permit (includes surcharges of
$2)--$470.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602422
Donald W. Patrick, MD, JD
Executive Director
Texas Medical Board
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 305-7016
TITLE 30. ENVIRONMENTAL QUALITY
PART 1. TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY
CHAPTER 116. CONTROL OF AIR
POLLUTION BY PERMITS FOR NEW
CONSTRUCTION OR MODIFICATION
SUBCHAPTER F. STANDARD PERMITS
30 TAC §116.603
The Texas Commission on Environmental Quality (agency or
commission) proposes an amendment to §116.603.
The amended section is proposed to be submitted to the United
States Environmental Protection Agency as a revision to the
state implementation plan.
BACKGROUND AND SUMMARY OF THE FACTUAL BASIS
FOR THE PROPOSED RULE
The commission is proposing to revise §116.603 by requiring
newspaper notice of proposed standard permits with statewide
applicability in Austin, Dallas, Houston, and any other regional
newspapers designated by the executive director on a case-by-
case basis. Also, the executive director would use press re-
leases and appropriate electronic means to inform state and lo-
cal ofcials. Electronic means would include, but is not limited
to, the use of e-mail addresses, Web sites, or electronic bulletin
boards and publications. This change would increase notica-
tion with state and local ofcials and provide an opportunity for
more statewide newspaper coverage through commission press
releases.
Texas Health and Safety Code, §382.05195(b), requires the
commission to publish notice of a standard permit in one or
more statewide or regional newspapers designated by the
executive director by rule that will, in the executive director’s
judgement, provide reasonable notice throughout the state. The
regulation in §116.603 requires publication in 11 newspapers.
Six standard permits have been issued under the requirements
of §116.603 and over 80% of the comments originated from
the Austin, Dallas, and Houston areas. The amendment would
also save up to $4,500 per standard permit notice at a time
that an increase in the number of new standard permits may be
expected. Publishing notice in Austin, Dallas, Houston, and any
other regional newspapers designated by the executive director
on a case-by-case basis, along with the required Texas Register
publication and posting on the agency Web site will provide
reasonable notice of proposed standard permits and would give
the commission discretion to target the specic areas affected.
The amendment would make the standard permit public notice
more consistent with the agency’s existing non-individual permit
requirements. This includes the Water Quality General Permits,
which require publication in at least one newspaper of statewide
or regional circulation. Also, air standard permit amendments
and revocations, permits by rule, and Title V general operating
permits with statewide applicability are required to be published
in newspapers in Austin, Dallas, and Houston.
SECTION DISCUSSION
The commission proposes an amendment to §116.603(a). The
amendment would require newspaper notice of proposed stan-
dard permits with statewide applicability in Austin, Dallas, Hous-
ton, and any other regional newspapers designated by the ex-
ecutive director on a case-by-case basis. This would allow the
commission to focus its efforts in areas most affected by stan-
dard permits. The commission will continue to post each draft
standard permit on its Web site and conduct stakeholder meet-
ings, as appropriate. The executive director would issue a press
release and will publish notice in the Texas Register. The ex-
ecutive director may also use appropriate electronic means to
notify selected state and local ofcials in the affected area. The
rule would no longer require newspaper notice for each standard
permit proposal in Amarillo, Corpus Christi, El Paso, the Lower
Rio Grande Valley, Lubbock, the Permian Basin, San Antonio,
or Tyler.
FISCAL NOTE: COSTS TO STATE AND LOCAL GOVERN-
MENT
Walter Perry, Analyst, Strategic Planning and Assessment Sec-
tion, has determined that for the rst ve-year period the pro-
posed amendment is in effect, no signicant scal implications
are anticipated for the agency or other units of state or local gov-
ernment.
The proposed rule would provide an opportunity for more
statewide newspaper coverage through commission press
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releases, posting of notice on the agency Web site, and in-
creased notication of state and local ofcials through the use
of electronic means. The rulemaking would reduce the number
of newspapers the agency would be required to publish notices
of proposed standard permits from 11 to three. The proposed
rulemaking would require a public notice to be published in
the Austin, Dallas, and Houston newspapers as well as any
regional newspapers designated by the executive director on a
case-by-case basis. Publication of notice in the Texas Register
would continue under the proposed rule. These proposed
changes are not anticipated to have signicant scal implica-
tions for the agency. The rulemaking would result in a maximum
cost savings to the agency of $4,500 for each standard permit
proposal if the public notice was published in only the Austin,
Dallas, and Houston newspapers. The actual cost savings real-
ized would be dependent upon the actual number of published
public notices. The agency anticipates issuing between four and
seven standard permits over the next two years. The estimated
cost savings to the agency would be between $18,000 and
$31,500.
The proposed rule would result in no scal implications for other
units of state or local government. The rulemaking is specic
to the notication requirements imposed upon the commission.
The proposed rule would provide the opportunity of select state
and local ofcials to be notied by electronic means of notices
regarding standard permits.
PUBLIC BENEFITS AND COSTS
Mr. Perry also determined that for each year of the rst ve years
the proposed amendment is in effect, the public benet antici-
pated from the changes seen in the proposed rule will be a more
efcient method of notifying the public as well as state and local
ofcials regarding standard permits proposed to be issued by the
agency.
No scal implications are anticipated for businesses and individ-
uals as a result of the proposed rulemaking. The rulemaking
would reduce the number of newspapers the agency would be
required to publish notices of proposed standard permits from 11
to three. The proposed rulemaking would require a public notice
to be published in the Austin, Dallas, and Houston newspapers
as well as any regional newspapers designated by the execu-
tive director on a case-by-case basis. Publication of notice in
the Texas Register would continue under the proposed rule.
SMALL BUSINESS AND MICRO-BUSINESS ASSESSMENT
No adverse scal implications are anticipated for small or mi-
cro-businesses as a result of the proposed rulemaking. Small
and micro-businesses would experience the same improved no-
tication benets as larger businesses but would realize no scal
benet as a result of the proposed amendment.
LOCAL EMPLOYMENT IMPACT STATEMENT
The commission reviewed this proposed rulemaking and deter-
mined that a local employment impact statement is not required
because the proposed rule does not adversely affect a local
economy in a material way for the rst ve years that the pro-
posed rule is in effect.
DRAFT REGULATORY IMPACT ANALYSIS DETERMINATION
The commission reviewed the proposed rulemaking in light of the
regulatory analysis requirements of Texas Government Code,
§2001.0225, and determined that this proposal is not subject to
§2001.0025 because it does not meet the denition of a "major
environmental rule" as dened in that statute. A "major environ-
mental rule" means a rule, the specic intent of which is to protect
the environment or reduce risks to human health from environ-
mental exposure and that may adversely affect in a material way
the economy, productivity, competition, jobs, the environment, or
the public health and safety of the state or a sector of the state.
The specic intent is not to protect the environment. This rule-
making changes notice requirements and does not affect any
environmental standards.
The proposed amendment to §116.603(a) modies the exist-
ing rule in accordance with Texas Health and Safety Code,
§382.05195(b), which requires the commission to publish notice
of a proposed standard permit in the Texas Register and in one
or more statewide or regional newspapers designated by the
executive director by rule that will, in the executive director’s
judgement, provide reasonable notice throughout the state.
This proposed amendment provides more efcient public notice
of proposed standard permits. The proposed rule will not
adversely affect in a material way the economy, a sector of the
economy, productivity, competition, jobs, the environment, or
the public health and safety of the state or a sector of the state.
In addition, a draft regulatory impact analysis is not required be-
cause the proposed rule does not meet any of the four applicabil-
ity criteria for requiring a regulatory analysis of a "major environ-
mental rule" as dened in the Texas Government Code. Texas
Government Code, §2001.0225 applies only to a major environ-
mental rule, the result of which is to: 1) exceed a standard set by
federal law, unless the rule is specically required by state law;
2) exceed an express requirement of state law, unless the rule
is specically required by federal law; 3) exceed a requirement
of a delegation agreement or contract between the state and an
agency or representative of the federal government to implement
a state and federal program; or 4) adopt a rule solely under the
general powers of the agency instead of under a specic state
law. This rulemaking does not exceed a standard set by fed-
eral law, and the proposed requirements are consistent with ap-
plicable federal standards. In addition, this proposal does not
exceed an express requirement of state law and is not adopted
solely under the general powers of the agency, but is specically
authorized by the provisions cited in the STATUTORY AUTHOR-
ITY section of this preamble. Finally, this rulemaking does not
exceed a requirement of a delegation agreement or contract to
implement a state and federal program.
The commission invites public comment on the draft regulatory
impact analysis determination.
TAKINGS IMPACT ASSESSMENT
The commission evaluated this rulemaking action and per-
formed an analysis of whether the adopted rules are subject to
Texas Government Code, Chapter 2007. The primary purpose
of the rulemaking is to amend §116.603(a) in accordance with
Texas Health and Safety Code, §382.05195(b), which requires
the commission to publish notice of a proposed standard permit
in the Texas Register and in one or more statewide or regional
newspapers designated by the executive director by rule that
will, in the executive director’s judgement, provide reasonable
notice throughout the state. This amendment does not affect
private property in a manner that restricts or limits an owner’s
right to the property that would otherwise exist in the absence
of the governmental action. Therefore, promulgation and
enforcement of this proposed rule is neither a statutory nor
a constitutional taking because it does not affect private real
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property. Therefore, this rulemaking does not constitute a taking
under Texas Government Code, Chapter 2007.
CONSISTENCY WITH THE COASTAL MANAGEMENT PRO-
GRAM
The commission determined that this rulemaking action relates
to an action or actions subject to the Texas Coastal Manage-
ment Program (CMP) in accordance with the Coastal Coordina-
tion Act of 1991, as amended (Texas Natural Resources Code,
§§33.201 et seq.), and the commission rules in 30 TAC Chap-
ter 281, Subchapter B, concerning Consistency with the Texas
Coastal Management Program. As required by §281.45(a)(3)
and 31 TAC §505.11(b)(2), Actions and Rules Subject to the
Coastal Management Program, commission rules governing air
pollutant emissions must be consistent with the applicable goals
and policies of the CMP. The commission reviewed this action for
consistency with the CMP goals and policies in accordance with
the rules of the Coastal Coordination Council and determined
that the action is consistent with the applicable CMP goals and
policies. The CMP goal applicable to this rulemaking action is
the goal to protect, preserve, and enhance the diversity, quality,
quantity, functions, and values of coastal natural resource areas
(31 TAC §501.12(l)). No new sources of air contaminants will be
authorized and the proposed revisions will maintain the same
level of emissions control as the existing rules. The CMP policy
applicable to this rulemaking action is the policy that commission
rules comply with federal regulations in 40 Code of Federal Reg-
ulations, to protect and enhance air quality in the coastal areas
(31 TAC §501.14(q)). This rulemaking action complies with 40
Code of Federal Regulations Part 51, Requirements for Prepa-
ration, Adoption, and Submittal of Implementation Plans. There-
fore, in accordance with 31 TAC §505.22(e), the commission af-
rms that this proposed rulemaking action is consistent with CMP
goals and policies.
EFFECT ON SITES SUBJECT TO THE FEDERAL OPERATING
PERMITS PROGRAM
The proposed revisions will not affect sites subject to the Federal
Operating Permits Program.
ANNOUNCEMENT OF HEARING
The commission will hold a public hearing on this proposal in
Austin on June 12, 2006, at 10:00 a.m. in Building B, Room
201A, at the commission’s central ofce located at 12100 Park
35 Circle. The hearing is structured for the receipt of oral or writ-
ten comments by interested persons. Individuals may present
oral statements when called upon in order of registration. Open
discussion will not be permitted during the hearing; however,
commission staff members will be available to discuss the pro-
posal 30 minutes before the hearing.
Persons with special needs who have special communication
or other accommodation needs who are planning to attend the
hearing should contact Patricia Durón, Ofce of Legal Services,
at (512) 239-6087. Requests should be made as far in advance
as possible.
SUBMITTAL OF COMMENTS
Comments may be submitted to Patricia Durón, Texas Reg-
ister Team, Ofce of Legal Services, Texas Commission on
Environmental Quality, MC 205, P.O. Box 13087, Austin, Texas
78711-3087, or faxed to (512) 239-4808. All comments should
reference Rule Project Number 2005- 038-116-PR. Comments
must be received by 5:00 p.m., June 14, 2006. Copies of the
proposed rule can be obtained from the commission’s Web site
at http://www.tceq.state.tx.us/nav/rules/propose_adopt.html.
For further information, please contact Phil Harwell, Air Permits
Division, at (512) 239-1517.
STATUTORY AUTHORITY
The amendment is proposed under Texas Water Code (TWC),
§5.102, which provides the commission with the general powers
to carry out its duties under the TWC; §5.103, which authorizes
the commission to adopt any rules necessary to carry out the
powers and duties under the provisions of the TWC and other
laws of this state; and §5.105, which authorizes the commission
by rule to establish and approve all general policy of the commis-
sion. The amendment is also proposed under Texas Health and
Safety Code, Texas Clean Air Act (TCAA), §382.017, which au-
thorizes the commission to adopt rules consistent with the policy
and purposes of the TCAA; §382.011, which authorizes the com-
mission to establish the level of quality to be maintained in the
state’s air and to control the quality of the state’s air; §382.012,
which authorizes the commission to prepare and develop a gen-
eral, comprehensive plan for the control of the state’s air; and
§382.05195, which authorizes the commission to issue a stan-
dard permit.
The proposed amendment implements Texas Health and Safety
Code, §§382.017, 382.011, 382.012, and 382.05195.
§116.603. Public Participation in Issuance of Standard Permits.
(a) The commission will publish notice of a proposed standard
permit in a daily or weekly newspaper of general circulation in the area
affected by the activity that is the subject of the proposed standard per-
mit. If the proposed standard permit will have statewide applicabil-
ity, notice will be published in the daily newspaper of largest general
circulation within each of the following metropolitan areas: [Amar-
illo,] Austin, [Corpus Christi,] Dallas, [El Paso,] and Houston and any
other regional newspapers designated by the executive director on a
case-by-case basis [, the Lower Rio Grande Valley, Lubbock, the Per-
mian Basin, San Antonio, and Tyler]. In all [both] cases, the commis-
sion will publish notice in the Texas Register and issue a press release.
Electronic means may be used to transmit notice to selected state and
local ofcials.
(b) - (f) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602352
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 239-6087
TITLE 31. NATURAL RESOURCES AND
CONSERVATION
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SUBCHAPTER A. GENERAL PROVISIONS
RELATING TO PUBLIC FILES AND JOINT
REPORT
31 TAC §§601.1 - 601.5
The Texas Groundwater Protection Committee (committee) pro-
poses amendments to §§601.1 - 601.5, concerning General Pro-
visions Relating to Public Files and Joint Report.
BACKGROUND AND SUMMARY OF THE FACTUAL BASIS
FOR THE PROPOSED RULES
The rules in Chapter 601 dene the conditions that constitute
groundwater contamination for the purpose of inclusion of cases
in the public les for each state agency having responsibilities
related to the protection of groundwater. The rules also de-
scribe the contents of the committee’s Joint Groundwater Mon-
itoring and Contamination Report required under Texas Water
Code (TWC), §26.406. The report describes the current status
of groundwater monitoring activities conducted by or required
by each agency at regulated facilities or associated with regu-
lated activities; contains a description of each case of ground-
water contamination documented during the previous calendar
year; contains a description of each case of contamination doc-
umented during the previous year for which enforcement action
was incomplete at the time of issuance of the preceding report;
and indicates the status of enforcement action for each case of
contamination which is listed. The rules also specify the form
and content of notices of groundwater contamination that must
be mailed to each owner of a private drinking water well that may
be affected by documented cases of groundwater contamination
and to each applicable groundwater conservation district as di-
rected by TWC, §26.408.
The purpose of the proposed amendments is to make grammati-
cal and phrasing changes to conform with guidelines in the Texas
Legislative Council Drafting Manual, November 2004, for draft-
ing statutes and rules, to make changes in the current names of
agencies, to correct legal citations, and to clarify what agencies
are subject to the rules.
The committee also is proposing, in concurrent action, the re-
view of Chapter 601 as required by Texas Government Code,
§2001.039. The proposed notice of review can be found in the
Review of Agency Rules section in this issue of the Texas Reg-
ister.
SECTION BY SECTION DISCUSSION
Administrative and grammatical changes are proposed through-
out the sections to bring the existing rule language into agree-
ment with Texas Register requirements and guidance provided
in the Texas Legislative Council Drafting Manual.
The proposed amendment to §601.1, relating to Purposes of
Rules, claries that the purposes of the rules apply to the whole
Chapter 601 since the addition of Subchapter B, relating to No-
tice of Groundwater Contamination, in 2003. The two existing
purposes and one new purpose are split out as separately num-
bered paragraphs. In new paragraph (1), the form of a legal ci-
tation is corrected, the use of the term "certain state agencies" is
claried by use of the term "Member agency" that will be dened
in §601.3(8), the paragraph is ended by a semicolon, and the
word "and" is deleted. In new paragraph (2), the archaic demon-
strative adjective "such" is replaced with the more proper demon-
strative pronoun "that," the paragraph is ended by a semicolon,
and conjoined with new paragraph (3) by "and." Proposed new
paragraph (3) adds the purpose to specify the form and content
of the notice of groundwater contamination required under TWC,
§26.408, that was added in 2003 and implemented by adoption
of §601.10, relating to Form and Content of Groundwater Con-
tamination Notice, that same year.
The proposed amendment to §601.2, relating to Applicability,
splits out the state agencies and organizations having mem-
bership on the committee as separately numbered paragraphs.
New paragraph (1) deletes reference to the Texas Natural Re-
source Conservation Commission. New paragraph (2) corrects
the name of the Department of State Health Services.
The proposed amendment to §601.3, relating to Denitions, re-
moves ambiguity in the use of the denitions throughout the
chapter. The proposed amendment to §601.3(1) corrects the
legal citation of House Bill 1458 and extends the denition to in-
clude amendments to the TWC in 2003. The proposed amend-
ment to §601.3(2) deletes reference to the Texas Natural Re-
source Conservation Commission. The proposed amendment
to §601.3(4) claries that documentation of groundwater con-
tamination is made by one of the committee’s member agen-
cies, as newly dened, and claries that the information perti-
nent to making a determination of groundwater contamination
is maintained by the same agency making the determination.
The proposed amendment to §601.3(5) claries that an enforce-
ment action is made by one of the committee’s member agen-
cies and is restricted to action that accomplishes or requires the
identication, documentation, monitoring, assessing, or remedi-
ation of groundwater contamination. The proposed amendment
to §601.3(7) moves the exception for an aquifer exemption to
the beginning of the second sentence rather than the middle of
that sentence and corrects the two legal citations in that excep-
tion, conforms to the guidelines in the Texas Legislative Council
Drafting Manual to draft rules in the present tense rather than the
future tense, restricts the aquifer exemption to those conditions
in subparagraphs (A) or (B), claries that the quantity specied
in the condition in subparagraph (B) refers to dissolved solids,
and restricts the hydrological connection in clause (ii) of subpara-
graph (B) to a surface water body or another zone of groundwa-
ter that has a concentration less than or equal to the specied
level.
Proposed new §601.3(8) denes "Member agency" as one of
the ten entities constituting the committee specied by TWC,
§26.403 and §601.2, whether those entities consider themselves
or in fact are legally separate agencies of the state. The new def-
inition also species that not all member agencies have legal re-
sponsibilities related to the protection of groundwater, and spec-
ies that those which do have responsibilities are those listed in
TWC, §26.406(b).
The proposed amendment to §601.4, relating to Public Files, cor-
rects the two legal citations and restricts the application of that
rule to member agencies having responsibilities related to the
protection of groundwater as newly dened in §601.3(8).
The proposed amendment to §601.5, relating to Joint Ground-
water Monitoring and Contamination Report, species that the
report describe the current status of groundwater monitoring pro-
grams conducted by or required by each member agency as
newly dened in §601.3(8).
FISCAL NOTE: COSTS TO STATE AND LOCAL GOVERN-
MENT
Ms. Mary Ambrose, designated chairman of the committee, de-
termined that during the rst ve-year period the amendments
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are in effect, there will be no scal implications to state and lo-
cal government as a result of the administration of the proposed
amendments. The purpose of the proposed amendments is to
make grammatical and phrasing changes to conform with guide-
lines in the Texas Legislative Council Drafting Manual for draft-
ing statutes and rules, to make changes in the current names of
agencies, to correct legal citations, and to clarify what agencies
are subject to the rules. The effects of the proposed rule changes
are not anticipated to be signicant for any individual agency or
organization that is a member of the committee or impose sub-
stantial costs. Similarly, scal implications are not anticipated to
be signicant for units of local government that are currently pro-
viding information for the report. Because the rules govern the
actions of the committee member agencies and organizations,
no scal implications or employment impacts are anticipated for
any other party.
PUBLIC BENEFITS AND COSTS
Ms. Mary Ambrose, designated chairman of the committee, also
determined that for the rst ve years these sections as pro-
posed are in effect, the public benet anticipated as a result of
this proposed rule change will be improved public knowledge
of committee activities. No public costs of the proposed rule
changes are anticipated because the changes only make gram-
matical and phrasing changes to conform with guidelines in the
Texas Legislative Council Drafting Manual for drafting statutes
and rules, to make changes in the current names of agencies, to
correct legal citations, and to clarify what agencies are subject
to the rules.
SMALL BUSINESS AND MICRO-BUSINESS ASSESSMENT
There will be no adverse scal implications for small or mi-
cro-businesses as a result of implementation of the proposed
amendments, which only make grammatical and phrasing
changes to conform with guidelines in the Texas Legislative
Council Drafting Manual for drafting statutes and rules, to make
changes in the current names of agencies, to correct legal
citations, and to clarify what agencies are subject to the rules.
LOCAL EMPLOYMENT IMPACT STATEMENT
The committee reviewed this proposed rulemaking and deter-
mined that a local employment impact statement is not required
because the proposed rules do not adversely affect a local econ-
omy in a material way for the rst ve years that the proposed
rules are in effect.
DRAFT REGULATORY IMPACT ANALYSIS DETERMINATION
The committee reviewed the proposed rulemaking in light of the
regulatory impact analysis requirements of Texas Government
Code, §2001.0225, and determined that the rulemaking is not
subject to §2001.0225 because it does not meet the denition
of a "major environmental rule" as dened in §2001.0225(g)(3).
The proposed rulemaking only makes grammatical and phras-
ing changes to conform with guidelines in the Texas Legislative
Council Drafting Manual for drafting statutes and rules, to make
changes in the current names of agencies, to correct legal cita-
tions, and to clarify what agencies are subject to the rules. These
amendments are not expected to adversely affect in a material
way the economy, a sector of the economy, productivity, com-
petition, jobs, the environment, or the public health and safety
of the state or a sector of the state. Furthermore, even if the
proposed rules did meet the denition of a "major environmen-
tal rule," the proposed rules are not subject to §2001.0225 be-
cause they do not accomplish any of the four results specied in
§2001.0225(a).
First, the proposal does not exceed a standard set by federal law
because there is no equivalent federal statute for the reporting
of groundwater contamination or for maintaining public les con-
taining documented cases of groundwater contamination.
Second, this proposal does not exceed an express requirement
of state law. The committee is specically authorized under
TWC, §26.406(d) to adopt rules dening the conditions that con-
stitute groundwater contamination for purposes of inclusion of
cases in the public les and the joint report. Also, the proposed
changes only make grammatical and phrasing changes to con-
form with guidelines in the Texas Legislative Council Drafting
Manual for drafting statutes and rules, to make changes in the
current names of agencies, to correct legal citations, and to
clarify what agencies are subject to the rules.
Third, this proposal does not exceed a requirement of a delega-
tion agreement or contract between the state and an agency or
representative of the federal government to implement a state
and federal program because this proposal only makes gram-
matical and phrasing changes to conform with guidelines in the
Texas Legislative Council Drafting Manual for drafting statutes
and rules, to make changes in the current names of agencies, to
correct legal citations, and to clarify what agencies are subject
to the rules. Finally, this proposal does not adopt a rule solely
under the general powers of the committee instead of under a
specic state law. The amendments are specically proposed
under TWC, §26.406(d).
TAKINGS IMPACT ASSESSMENT
The committee prepared a takings impact assessment for the
rules in accordance with Texas Government Code, §2007.043.
The purpose of this rulemaking is to make grammatical and
phrasing changes to conform with guidelines in the Texas
Legislative Council Drafting Manual for drafting statutes and
rules, to make changes in the current names of agencies, to
correct legal citations, and to clarify what agencies are subject
to the rules.
These rules provide for a listing of the duties and responsibilities
assigned to the committee under TWC, §26.406, concerning the
maintenance by certain state agencies of public les containing
documented cases of groundwater contamination and the publi-
cation by the committee, in conjunction with the Texas Commis-
sion on Environmental Quality (TCEQ), of annual groundwater
monitoring and contamination reports and establish general poli-
cies of the committee to guide such implementation.
Because the rule governs the actions of the member agencies
and organizations on the committee, it does not affect private
real property and does not, in whole or in part, or temporarily
or permanently, restrict or limit a property owner’s right to the
property that would otherwise exist in the absence of the rules.
CONSISTENCY WITH THE COASTAL MANAGEMENT PRO-
GRAM
The proposed committee rulemaking does not authorize actions
contained in the Coastal Coordination Act Implementation Rules
in 31 TAC §505.11(a)(6) or (b)(2) or the Natural Resources
Code (NRC), Chapter 33. The NRC, §33.205(a), states that "An
agency or subdivision that takes an agency or subdivision action
described by §33.2051 or §33.2053 that may adversely affect a
coastal natural resource area shall comply with the goals and
policies of the coastal management program."
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31 TAC §505.11(a)(6) and (b)(2), which corresponds directly
with NRC, §33.2051 and §33.2053, describes agency rule-
making actions that require certain agencies to comply with
NRC, §33.205(a) and (b), when adopting or amending a rule
governing certain activities. However, these provisions do not
list the committee as an agency subject to the provisions of
NRC, §33.205(a) and (b), or that must demonstrate compliance
with the goals and policies of the Coastal Management Pro-
gram (CMP). The committee is described as "an interagency
committee" in TWC, §26.403, with the power to adopt rules
under TWC, §26.406(d). TWC, §26.403(b), designates the
TCEQ as the lead agency for the committee, and provides
that the TCEQ shall administer the activities of the committee;
however, the committee is given separate statutory power to
adopt rules under TWC, §26.406(d) and §26.408(c). Therefore,
cited provisions of the TAC and the NRC do not apply to the
committee’s adoption of rules.
Nonetheless, should the rulemaking actions of the committee be
interpreted for any reason as the TCEQ’s adoption of rules, none
of the proposed rules falls under the actions described in 31 TAC
§505.11(a)(6) and (b)(2) or NRC, §33.2051 or §33.2053. There-
fore, the requirements of the CMP do not apply to this rulemak-
ing.
SUBMITTAL OF COMMENTS
Written comments on the proposal should reference TGWPC-
Groundwater Contamination Report and may be submitted to
Kathleen McCormack, Groundwater Planning and Assessment,
MC 147, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087, or faxed to (512) 239-4450.
All comments sent by fax must be followed by an original, signed
hard copy for the committee’s records. Comments must be re-
ceived by 5:00 p.m., June 12, 2006. For further information con-
cerning this proposal, please contact Mary Ambrose, Designated
Chairman, Texas Groundwater Protection Committee, at (512)
239-4813.
STATUTORY AUTHORITY
The amendments are proposed under TWC, §26.406, which pro-
vides the committee with rulemaking authority.
The proposed amendments implement TWC, §§26.401 - 26.408.
§601.1. Purposes of Rules.
The purposes [purpose] of this chapter are: [these sections is]
(1) to implement duties and responsibilities assigned to
the committee under [the] Texas Water Code, §26.406, concerning the
maintenance by member [certain state] agencies of public les contain-
ing documented cases of groundwater contamination and the publica-
tion by the committee, in conjunction with the commission, of annual
groundwater monitoring and contamination reports; [and]
(2) to establish general policies of the committee to guide
that [such] implementation; and [.]
(3) to specify the form and content of the notice of ground-
water contamination required under Texas Water Code, §26.408.
§601.2. Applicability.
These rules specically apply to each state agency or organization hav-
ing membership on the committee. The committee is composed of:
(1) the [Texas Natural Resource Conservation Commis-
sion (or effective September 1, 2002, the] Texas Commission on Envi-
ronmental Quality; [),]
(2) the [Texas] Department of State Health Services; [,]
(3) the Texas Department of Agriculture; [,]
(4) the Railroad Commission of Texas; [,]
(5) the Texas Water Development Board; [,]
(6) the Texas Alliance of Groundwater Districts; [,]
(7) the Texas Agricultural Experiment Station; [,]
(8) the Bureau of Economic Geology of the University of
Texas at Austin; [,]
(9) the State Soil and Water Conservation Board; [,] and
(10) the Water Well Drillers and Water Well Pump In-
stallers Program of the Texas Department of Licensing and Regulation.
§601.3. Denitions.
The following words and terms, when used in this chapter, [shall] have
the following meanings [unless the context clearly indicates otherwise].
(1) Act--House Bill 1458 (71st Legislature, 1989
[Session]) codied, with amendments, as Texas Water Code,
§§26.401 - 26.408 [26.407].
(2) Commission--[Texas Natural Resource Conservation
Commission (or effective September 1, 2002, the] Texas Commission
on Environmental Quality[)].
(3) (No change.)
(4) Documented groundwater contamination--A case of
groundwater contamination in which a member [where an] agency
has an established procedure for making a determination based on
the quality of groundwater and the information pertinent to making
the determination is maintained by that member [the] agency under
§601.4(b) of this title (relating to Public Files).
(5) Enforcement action--Any action of the member agen-
cies, identied in §601.2 of this title (relating to Applicability), that
[which] accomplishes or requires the identication, documentation,
monitoring, assessing, or remediation of groundwater contamination.
(6) (No change.)
(7) Groundwater contamination--The detrimental al-
teration of the naturally occurring physical, thermal, chemical, or
biological quality of groundwater. Except for an underground source
of drinking water granted an aquifer exemption by the commission
with concurrence from the United States Environmental Protection
Agency in accordance with 40 Code of Federal Regulations Parts 144
- 146, and 30 TAC Chapter 331 (relating to Underground Injection
Control) [Furthermore], groundwater contamination, for purposes of
inclusion of cases in the public les and the joint groundwater moni-
toring and contamination report, is [shall be] limited to contamination
reasonably suspected of having been caused by activities or by entities
under the jurisdiction of the member agencies identied in §601.2
[§601.4(b)] of this title (relating to Applicability [Public Files])[,
except in the case of an underground source of drinking water granted
an aquifer exemption by the commission with concurrence from the
United States Environmental Protection Agency in accordance with
40 Code of Federal Regulations, Parts 144, 145, and 146, and 30
TAC Chapter 331 (Underground Injection Control);] and affecting
groundwater that [which] contains a concentration of:
(A) (No change.)
(B) greater than 10,000 mg/liter of dissolved solids if it
is:
(i) (No change.)
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(ii) hydrologically connected with, and with the po-
tential for contaminant movement to, a surface water body or another
zone of groundwater that [which] has a concentration of less than or
equal to 10,000 mg/liter of dissolved solids.
(8) Member agency--A state agency or organization des-
ignated by law under Texas Water Code, §26.403(c), to serve on the
committee and be subject to its rules. Member agencies are listed in
§601.2 of this title (relating to Applicability). Member agencies having
responsibilities related to protection of groundwater include the com-
mission, the Department of Agriculture, the Railroad Commission of
Texas, and the State Soil and Water Conservation Board.
§601.4. Public Files.
(a) Subject to the limitations provided by [the] Texas Water
Code, §§26.401 - 26.408 [26.407] (the Act), and the Texas Public In-
formation Act, Texas Government Code, Chapter 552 [Open Records
Act, Texas Civil Statutes, Article 6252-17a], information collected, as-
sembled, or maintained by the committee and the member agencies
having responsibilities related to protection of groundwater under the
Act is a public record open to inspection and copying during regular
business hours.
(b) Each member agency having [the] responsibilities related
to the protection of groundwater under the Act shall maintain a pub-
lic le of all documented cases of groundwater contamination that are
reasonably suspected of having been caused by activities regulated by
the member agency.
§601.5. Joint Groundwater Monitoring and Contamination Report.
In conjunction with the commission, the committee shall publish not
later than April 1 of each year a joint groundwater monitoring and con-
tamination report covering the activities and ndings of the committee
made during the previous calendar year. The report must:
(1) describe the current status of groundwater monitoring
programs conducted by or required by each member [committee]
agency [or organization] at regulated facilities or in connection with
regulated facilities;
(2) - (3) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on April 28, 2006.
TRD-200602373
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services, TCEQ
Texas Groundwater Protection Committee
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 239-0348
TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS
PART 1. TEXAS DEPARTMENT OF
PUBLIC SAFETY





The Texas Department of Public Safety proposes an amendment
to §15.24, concerning the identication of applicants for an orig-
inal, renewal or duplicate driver license or identication certi-
cate.
The amendment to §15.24 is proposed in an effort to address the
concerns of foreign students and foreign visiting workers who
apply for a driver license or identication certicate. This pro-
posal will amend §15.24 to expand the types of documents that
are acceptable as primary identication of an applicant without
compromising the security of the driver license or identication
certicate. The proposed amendment would add a foreign pass-
port accompanied by an appropriate document issued by the
United States Department of State and other veriable documen-
tation as necessary to the list of acceptable primary documenta-
tion. This amendment is necessary to enable a foreign student
or worker to obtain a driver license or identication certicate
with a foreign passport accompanied by appropriate documenta-
tion without additional supporting documents. This amendment
will make it possible for these applicants to obtain a valid Texas
driver license or identication certicate while conducting busi-
ness or study in the United States.
Additionally, the amendment is necessary to reect that the doc-
ument previously issued by the United States Immigration and
Naturalization Service is now issued by the United States Bu-
reau of Citizenship and Immigration Services.
Oscar Ybarra, Chief of Finance, has determined that for each
year of the rst ve-year period the rule is in effect there will
be no scal implications for state or local government, or local
economies.
Mr. Ybarra also has determined that for each year of the rst
ve-year period the rule is in effect the public benet anticipated
as a result of enforcing the rule will be to assist in the positive
identication of an applicant for a Texas driver license, commer-
cial driver license or identication certicate. There is no antic-
ipated economic cost to small or large businesses. The cost to
individuals who are required to comply with the amendment as
proposed will be the standard cost of obtaining a Texas driver
license, commercial driver license or identication certicate.
A public hearing on the proposal will be held in Austin on May
23, 2006 at 9:00 a.m. in the Department of Public Safety Crim-
inal Law Enforcement Auditorium, Building E, located at 6100
Guadalupe Street, Austin, Texas. The hearing will be structured
for the receipt of oral or written comments by interested persons.
Individuals may present oral statements when called upon in or-
der of registration. There will be no open discussion during the
hearing.
Comments on the proposal may be submitted to Claire McGuin-
ness, Senior Staff Attorney, Driver License Division, Texas De-
partment of Public Safety, P.O. Box 4087, Austin, Texas 78773-
0300, (512) 424-5231.
The amendment is proposed pursuant to Texas Government
Code, §411.004(3), which authorizes the Public Safety Com-
mission to adopt rules considered necessary for carrying out the
department’s work; and Texas Transportation Code, §521.005.
PROPOSED RULES May 12, 2006 31 TexReg 3845
Texas Government Code, §411.004(3) and Texas Transportation
Code, §521.005 and §521.142 are affected by this proposal.
§15.24. Identication of Applicants.
All original applicants for a driver license or identication certicate
must present proof of identity satisfactory to the department. All docu-
ments must be veriable. There are three categories of documents that
may be presented to establish proof of identity.
(1) Primary identication. These items are complete
within themselves and require no supporting instruments: These
documents must contain the applicant’s complete name and full date
of birth:
(A) Texas driver license (DL) or identication certi-
cate (ID) with photo within two years of expiration date;
(B) unexpired United States passport;
(C) United States citizenship (naturalization) certicate
with identiable photo;
(D) unexpired United States Bureau of Citizenship and
Immigration Services[Immigration and Naturalization Service] docu-
ment with veried data and identiable photo; or,
(E) unexpired United States military ID card for active
duty, reserve or retired personnel with identiable photo.
(F) foreign passport with a visa issued by the United
States Department of State (valid or expired) with unexpired I-94
marked valid for a xed duration. The Form I-94 must have been
issued for a period of at least one year and must be valid for no less
than six (6) months from the date presented to the department with a
completed application.
(G) foreign passport with a visa issued by the United
States Department of State (valid or expired) with an I-94 marked valid
for the duration of stay accompanied by appropriate documentation.
(2) Secondary identication. These items are recorded
governmental documents (United States, 1 of the 50 states, a United
States territory, District of Columbia or Canadian province):
(A) original or certied copy of a birth certicate issued
by the appropriate State Bureau of Vital Statistics or equivalent agency;
(B) original or certied copy of United States Depart-
ment of State Certication of Birth (issued to United States citizens
born abroad); or
(C) unexpired photo DL or photo ID issued by another
(United States) state, US territory, the District of Columbia, or Cana-
dian province;
(D) original or certied copy of court order with name
and date of birth (DOB); or,
(E) for applicants born before 1961, the following items
would be acceptable in this category:
(i) original or certied copy of Form DD-214;
(ii) original or certied copy of other state or federal
governmental record that states name and DOB (such as United States
census records or Social Security records).
(3) Supporting identication. These items consist of other
records or documents that aid examining personnel in establishing the
identity of the applicant. The following items are not all inclusive.
The examining or supervisory personnel may determine that an unlisted
document meets the department’s needs in establishing identity.
(A) school records;
(B) insurance policy (at least two years old);
(C) vehicle title;
(D) military records;
(E) unexpired military dependant identication card;
(F) original or certied copy of marriage license or di-
vorce decree;
(G) voter registration card;
(H) Social Security card;
(I) pilot’s license;
(J) concealed handgun license;
(K) Texas driver’s license temporary receipt;
(L) expired DL or ID issued by another state, territory,
District of Columbia or Canadian province that is within two years of
the expiration date;
(M) a foreign passport (with or without a United States
Visa);
(N) a consular document issued by a state or national
government; or
(O) an offender identication card or similar form of
identication issued by the Texas Department of Criminal Justice.
(4) Every original applicant must present:
(A) one piece of primary identication, or
(B) one piece of secondary identication plus two
pieces of support identication; or,
(C) two pieces of secondary identication.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on April 25, 2006.
TRD-200602306
Thomas A. Davis, Jr.
Director
Texas Department of Public Safety
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 424-2135
37 TAC §15.25
The Texas Department of Public Safety proposes an amendment
to §15.25, concerning the application requirements for an orig-
inal, renewal or duplicate driver license or identication certi-
cate.
The amendment to §15.25 is proposed in an effort to clarify that
an applicant for an original, renewal or duplicate driver license
or identication certicate must provide a Texas residence ad-
dress. This amendment is necessary to allay confusion regard-
ing where an applicant’s residence address may be located. Ad-
ditionally, the amendment removes language regarding the use
of an out-of-state address.
Oscar Ybarra, Chief of Finance, has determined that for each
year of the rst ve-year period the rule is in effect there will
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be no scal implications for state or local government or local
economies.
Mr. Ybarra also has determined that for each year of the rst
ve-year period the rule is in effect the public benet anticipated
as a result of enforcing the rule will be to make the department
better able to serve the resident’s of Texas by requiring that an
applicant for a driver license or identication certicate provide
a Texas residence address. There is no anticipated economic
cost to small or large businesses. The cost to individuals who
are required to comply with the amendment as proposed will be
the standard cost of obtaining a Texas driver license, commercial
driver license or identication certicate.
A public hearing on the proposal will be held in Austin on May
23, 2006 at 9:00 a.m. in the Department of Public Safety Crim-
inal Law Enforcement Auditorium, Building E, located at 6100
Guadalupe Street, Austin, Texas. The hearing will be structured
for the receipt of oral or written comments by interested persons.
Individuals may present oral statements when called upon in or-
der of registration. There will be no open discussion during the
hearing.
Comments on the proposal may be submitted to Claire McGuin-
ness, Senior Staff Attorney, Driver License Division, Texas De-
partment of Public Safety, P.O. Box 4087, Austin, Texas 78773-
0300, (512) 424-5231.
The amendment is proposed pursuant to Texas Government
Code, §411.004(3), which authorizes the Public Safety Com-
mission to adopt rules considered necessary for carrying out the
department’s work; and Texas Transportation Code, §521.005.
Texas Government Code, §411.004(3) and Texas Transportation
Code, §521.005 and §521.142 are affected by this proposal.
§15.25. Address.
The address requirement [requirements] for a driver license [driver’s
licenses] and identication certicate is [certicates are]:
(1) The best Texas residence address obtainable must be
given. A business address is not acceptable; unless the applicant is a
traveling salesman or other transient, his Texas business address may
be used.
(2) The complete street address including apartment
numbers and such terms as street, circle, drive, or court should be
used whenever possible. In rural areas, route number and box number
should be given. If there is no mail delivery at the address shown,
post ofce box number or other mailing address may be shown with
the street address. This address is required for a Commercial Driver’s
License (CDL) and a nonCDL.
(3) The application form also provides space for a mailing
address. If an applicant has a mailing address other than the Texas
residence address, this address may include post ofces boxes, business
addresses, or other mailing locations. A mailing address is required on
a CDL. This address may be used with a Texas residence address on a
nonCDL data card.
(4) The city, state, and zip code must be shown as part of
the address on all applications for driver’s licenses and identication
certicates. The zip code may be a ve or nine digit number until such
time as the nine digit number is required by the department or postal
authorities.
(5) A general delivery address must not be used except in
very small communities when no street or route addresses are available.
(6) A post ofce box number is not acceptable if a better
address can be obtained. The post ofce box number may be listed in
addition to a Texas residence address.
(7) Apartment or residence hotel addresses may be given.
(8) Applicant’s near relative’s address may be accepted if
Texas residence of the applicant is not permanent and if mail can be
forwarded to the applicant.
(9) To insure delivery "In care of" should be used as a part
of any address where mail is to be delivered to the address of another
person.
[(10) Out-of-state residence addresses may be used on non-
CDL licenses if they are better or more permanent than an in-state li-
cense.]
(10) [(11)] Military personnel should give complete ad-
dress such as: John Henry Smith, Co. B, 25th Inf., Camp Barkeley,
Abilene, Texas. If a member of the armed forces has a residence
address in Texas, it should be used. A member of the armed forces
may provide a residence address outside of Texas.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on April 25, 2006.
TRD-200602307
Thomas A. Davis, Jr.
Director
Texas Department of Public Safety
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 424-2135
PART 6. TEXAS DEPARTMENT OF
CRIMINAL JUSTICE
CHAPTER 151. GENERAL PROVISIONS
37 TAC §151.6
The Texas Board of Criminal Justice proposes an amendment to
Title 37, Part 6, Chapter 151, General Provisions, §151.6, Peti-
tion for the Adoption of a Rule. The amendments are necessary
to conform to state law and add clarity.
Charles Marsh, Chief Financial Ofcer for the Texas Department
of Criminal Justice, has determined that for the rst ve years
the amendments will be in effect, enforcing or administering the
amended rule will not have foreseeable implications related to
costs or revenues for state or local government.
Mr. Marsh has also determined that there will not be an eco-
nomic impact on persons required to comply with the amend-
ments as proposed. There will not be an effect on small or micro
businesses. The anticipated public benet, as a result of en-
forcing the amended rule, will be to provide the public with an
opportunity to participate in rulemaking.
Comments should be directed to Melinda Hoyle Bozarth, Gen-
eral Counsel, Texas Department of Criminal Justice, P.O. Box
13084, Austin, Texas 78711, Melinda.Bozarth@tdcj.state.tx.us.
Written comments from the general public should be received
within 30 days of the publication of this proposed amendment.
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The amendments are proposed under Texas Government Code,
§2001.021.
Cross Reference to Statutes: Texas Government Code, Chapter
2001.
§151.6. Petition for the Adoption of a Rule.
(a) Submission of the petition.
(1) Any person may petition a State Agency [the agency]
to adopt a rule as dened by the Texas Administrative Procedure Act,
Chapter 2001 of the Texas Government Code.
(2) A [The] petition for a rule under Title 37 of the Texas
Administrative Code shall be mailed or delivered to the General
Counsel of the Texas Department of Criminal Justice (TDCJ or the
Agency) [general counsel of the Texas Board of Criminal Justice ] at
P.O. Box 13084, Austin, Texas 78711 [the Austin headquarters ofce
of the Texas Department of Criminal Justice].
(3) The petition shall be in writing, shall contain the peti-
tioner’s name and address, and shall describe the rule and the reason for
making such petition [it]. If the General Counsel [general counsel of
the Texas Board of Criminal Justice] determines that further informa-
tion is necessary to assist the Agency [agency] in reaching a decision,
the General Counsel [general counsel] may require that the petitioner
resubmit the petition and that it contain:
(A) a brief explanation of the proposed rule;
(B) the text of the proposed rule prepared in a manner
to indicate the words to be added or deleted from the current text, if
any;
(C) a statement of the statutory or other authority under
which the rule is to be promulgated; [and]
(D) whether there will be an economic impact on per-
sons required to comply with the proposed rule;
(E) whether the proposed rule will have an effect on
small or micro businesses; and
(F) [(D)] the public benet anticipated as a result of
adopting the rule or the anticipated injury of inequity that could result
from the failure to adopt the proposed rule.
(b) Consideration and disposition of the petition.
(1) Except as provided in subsection (c) of this section, the
Agency [agency] shall consider and dispose of all petitions submitted.
(2) Within 60 days after receipt of the petition by the Gen-
eral Counsel [general counsel’s ofce of the petition], or within 60 days
after receipt by the General Counsel [general counsel’s ofce] of a re-
submitted petition in accordance with subsection (a)[(1)-](3) of this
section, theAgency [agency] shall deny the petition or institute rule-
making procedures [procedure] in accordance with established Agency
procedures and the Texas Administrative Procedure Act. The Agency
[agency] may deny parts of the petition or institute rulemaking proce-
dures on parts of the petition.
(3) If the Agency [agency] denies the petition, the General
Counsel [general counsel] shall give the petitioner written notice of the
Agency’s [agency’s] denial and the reasons for the denial.
[(4) The petitioner may appeal the denial to the Board
Chairman, whose decision is nal.]
(c) Subsequent petitions to adopt the same or similar rule. [All
initial petitions for the adoption of a rule shall be presented to and de-
cided by the agency in accordance with the provisions of paragraphs
(1) and (2) of this subsection.] The General Counsel [general counsel]
may refuse to consider any subsequent petition for the adoption of the
same or similar rule submitted within six months after the date of the
initial petition.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Texas Department of Criminal Justice
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 463-9693
37 TAC §151.55
The Texas Board of Criminal Justice proposes an amendment to
revise Title 37, Part 6, Chapter 151 General Provisions, §151.55,
Disposal of Surplus Agricultural Goods and Agricultural Personal
Property. The proposed revisions are necessary to make minor
non-substantive changes to conform to existing organizational
structure and law.
Charles Marsh, Chief Financial Ofcer for the Texas Department
of Criminal Justice, has determined that for the rst ve years
the rule will be in effect, enforcing or administering the rule will
not have foreseeable implications related to costs or revenues
for state or local government.
Mr. Marsh has also determined that there will not be an eco-
nomic impact on persons required to comply with the rule. There
will not be an effect on small or micro businesses. The antici-
pated public benet, as a result of enforcing the rule, will be to
offer for sale or donation surplus agricultural goods in the usual
market or to state, local, or non-prot organizations.
Comments should be directed to Melinda Hoyle Bozarth, Gen-
eral Counsel, Texas Department of Criminal Justice, P. O. Box
13084, Austin, Texas 78711, Melinda.Bozarth@tdcj.state.tx.us.
Written comments from the general public should be received
within 30 days of the publication of this rule.
The amendments are proposed under Texas Government Code,
§497.113.
Cross Reference to Statutes: Texas Government Code, Chapter
497.
§151.55. Disposal of Surplus Agricultural Goods and Agricultural
Personal Property.
(a) Policy. It is the policy of the Texas Board of Criminal
Justice (TBCJ or Board) [Board] that surplus agricultural goods
produced by the Texas Department of Criminal Justice (TDCJ or
Agency) [TDCJ] and surplus agricultural personal property utilized in
the [TCDJ’s] TDCJ’s agricultural operations be disposed in the most
efcient manner possible for the goods or personal property being
disposed.
(b) Denitions. The following words and terms, when used
in this section, shall have the following meanings, unless the context
clearly indicates otherwise.
(1) Surplus agricultural goods--Those agricultural com-
modities grown, produced, purchased, or acquired by the TDCJ for
use within the TDCJ or other state or local agency or non-prot
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organization which are excess to the needs of the TDCJ operations,
which are not required for its foreseeable needs, and which have been
determined to be surplus by the TDCJ Chief Financial Ofcer [Deputy
Executive Director] in coordination with the TDCJ [Assistant] Direc-
tor of Agribusiness, Land and Minerals. [for Agriculture.]
(2) Surplus agricultural personal property--Personal prop-
erty related to agricultural operations of the TDCJ and grown, pro-
duced, purchased, or acquired by the TDCJ, including livestock and
farming equipment and implements, which is excess to the needs of the
TDCJ operations, which is not required for its foreseeable needs, and
which has been determined to be surplus by the Chief Financial Ofcer
in coordination with the Director of Agribusiness, Land and Minerals.
[Deputy Executive Director]
(c) Procedures.
(1) The Board [board] hereby authorizes the Chief Finan-
cial Ofcer [Deputy Executive Director] or his Designee to sell or dis-
pose of surplus agricultural goods and surplus agricultural personal
property. Sale or disposal shall be accomplished in such manner so
as to provide, if possible, reasonable consideration for the sale or dis-
posal of such surplus items.
(2) When items of agricultural goods or agricultural
personal property are considered surplus, the [Assistant] Director
of Agribusiness, Land and Minerals [for Agriculture] shall provide
a written report to the Chief Financial Ofcer [Deputy Executive
Director] setting forth those items of agricultural goods and agricul-
tural personal property considered to be surplus. In those instances
requiring immediate action due to the perishable nature of such items,
the report may be transmitted via fax [Facsimile (Fax)] with written
follow-up by mail. The Chief Financial Ofcer [Deputy Executive
Director] shall review such report and determine if such items shall be
sold or disposed as surplus agricultural goods or personal property.
(3) The Chief Financial Ofcer [Deputy Executive Direc-
tor] shall review the report submitted as required herein and shall deter-
mine if such reported items are surplus to the needs of the TDCJ, and
the terms and method of sale or disposal of such surplus agricultural
goods and surplus agricultural personal property. Sale or disposal of
surplus agricultural goods or agricultural personal property includes:
(A) sale in the usual market for such items;
(B) direct sale by bid or negotiated sale;
(C) exchange for other agricultural products and n-
ished goods; and
(D) donation of food commodities to state, local, or
non-prot organizations.
(4) Proceeds from the sale of surplus agricultural goods and
surplus agricultural personal property shall be deposited in the appro-
priate TDCJ fund to be utilized for purchase of agricultural goods and
agricultural personal property necessary for the operation of the TDCJ.
(5) Prices of sales shall be at prevailing market prices or
better.
(6) The TDCJ staff shall include, as an agenda item for the
Consent Agenda at the next regularly scheduled Board meeting follow-
ing sale or disposition of surplus agricultural items, a report detailing
the sale or other disposition of surplus agricultural goods and agricul-
tural personal property.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Texas Department of Criminal Justice
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 463-9693
TITLE 40. SOCIAL SERVICES AND ASSIS-
TANCE
PART 19. DEPARTMENT OF FAMILY
AND PROTECTIVE SERVICES
CHAPTER 745. LICENSING
The Health and Human Services Commission proposes,
on behalf of the Department of Family and Protective Ser-
vices (DFPS), amendments to §§745.11, 745.201, 745.243,
745.273, 745.275, 745.321, 745.323, 745.325, 745.341,
745.343, 745.345, 745.347, 745.349, 745.351, 745.385,
745.435, 745.501, 745.505, 745.507, 745.509, 745.519,
745.8307, 745.8605, 745.8613, 745.8683, 745.8807, 745.8835,
745.8837, 745.8843, 745.8855, and 745.8875; new §§745.277,
745.279, 745.281, 745.401, 745.403, 745.405, 745.407,
745.437, 745.901, 745.903, 745.905, 745.907, 745.909,
745.911, 745.913, 745.915, 745.8419, 745.8425, 745.8661,
and 745.8841; and the repeal of §§745.401, 745.403, 745.405,
745.407, 745.409, 745.8419, and 745.8841, in its Licensing
chapter.
The proposed changes are the result of legislation passed dur-
ing the 79th Legislature, Regular Session, 2005, and changes
necessary to provide clarication to existing rules.
Legislated changes are the result of requirements stated in
House Bill (H.B.) 183 and Senate Bill (S.B.) 6, passed by
the 79th Legislature, Regular Session, 2005. These laws
require the Executive Commissioner to adopt or amend reg-
ulated child-care facility rules relating to (1) a new denition
for noncontiguous facilities; (2) controlling persons; (3) denial
of permit applications submitted by an entity who has had a
license revoked in another state; (4) invalidating agency home
verications if a public hearing was not held as required; and
(5) changing the term "provisional license" to "initial license."
Clarications to existing rules address exemptions to regulation,
public hearings, permit issuance, permit suspension due to non-
payment of fees, adverse action, and due process. Changes to
specic rules are described below.
Section 745.11 expands the denition of "I, my, you, and your"
by adding the phrase "or the context clearly indicates otherwise."
Section 745.201 is required by §1.93 of S.B. 6., Human Re-
sources Code (HRC) §42.041(c), which describes when a non-
contiguous residential operation may operate under a single li-
cense.
Section 745.243 is revised as follows. Paragraph (2) is amended
to conform to Chapter 747, Minimum Standards for Registered
Child-Care Homes. Paragraph (3) changes the name of a pro-
visional license to an initial license as required by S.B. 6. Para-
graph (4) adds the requirement to obtain a Controlling Person
Form at the time of application so that Licensing is aware of all of
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the controlling persons involved in an operation prior to licensure.
Subparagraphs (G) and (J) are combined and are now subpara-
graph (H), in order to clarify what is needed at the time of appli-
cation for a residential permit, which are those items required by
the residential minimum standards. Paragraph (6) adds the re-
quirement to obtain a Controlling Person Form. Subparagraphs
(E) and (F) are combined and become subparagraph (F) in order
to clarify what is needed at the time of application for a residential
permit. Sections 745.341, 745.343, 745.345, 745.347, 745.349,
745.351, 745.501, 745.509, 745.519, 745.8307, and 745.8875
also change the name of a provisional license to an initial license.
Sections 745.273 and 745.275 include provisions from HRC
§42.0461, clarifying when independent foster family or group
homes are subject to public notice and hearing requirements.
Sections 745.277, 745.279, and 745.281 list actions taken by
Licensing when public notice and hearing requirements are not
met as required in HRC §42.0461 and §1.00 of S.B. 6.
Section 745.321 changes the time frame to make a decision re-
garding issuance of a permit from 60 days to two months, as
stated in HRC §42.046.
Sections 745.323 and 745.325 change the title of the Director of
Licensing to the Assistant Commissioner for Child-Care Licens-
ing, and update the name of this agency.
Section 745.385 amends the rule as required by §1.93 of S.B.
6., HRC §42.041(c), to add a grandfather clause for the residen-
tial child-care operations that will be affected by the changes to
§745.201(1) regarding non-contiguous operations.
Sections 745.401, 745.403, 745.405, and 745.407 (previously
§745.401 to §745.409) are a rewrite of the previous division of
rules to add the HRC 42.072 requirement of a ve-year bar from
reapplying after denial or revocation of a residential permit. It
also claries when a denial or revocation is nal.
Section 745.435 is claried to complement HRC §42.048(e), re-
garding revocation via a change in location.
Section 745.437 is claried to complement HRC §42.048(e), re-
garding revocation via a change in ownership. This rule also
claries what circumstances constitute and do not constitute a
change in ownership.
Sections 745.505, 745.507, and 745.509 are revised to be more
consistent with HRC §42.054(f), and to reect that the permit
holder’s failure to pay an annual fee results in an automatic sus-
pension of the permit.
Sections 745.901, 745.903, 745.905, 745.907, and 745.909 im-
plement §1.90(18) and §1.107, S.B. 6 by dening controlling
person, establishing how an operation has to submit informa-
tion regarding a controlling person, establishing when Licens-
ing will designate someone as a controlling person, establishing
the consequences of such a designation, and establishing due
process rights for "designated controlling persons."
Section 745.911 implements §1.105 of S.B. 6 by adding a provi-
sion that lists the consequences of being denied a license by us
due to out-of-state compliance history.
Sections 745.913 and 745.915 add provisions to implement
§1.105 and §1.107 of S.B. 6. Licensing will conduct checks
and notify residential operations if a person is prohibited from
employment in an operation.
Section 745.8419 claries Licensing’s authority to leave an op-
eration with copies of records from that operation.
Section 745.8425 contains information from previous
§745.8419.
Section 745.8605 adds reasons when Licensing can take reme-
dial action. This is based on §§1.99, 1.100, 1.107, and 1.110 of
S.B. 6, and S.B. 325.
Section 745.8613 adds the right to a due process hearing when
Licensing imposes an administrative penalty against an opera-
tion.
Section 745.8661 claries existing statute and requires that all
operations send notication to parents or managing conser-
vators after an adverse action is nal. This is based on HRC
§42.077(d).
Section 745.8683 updates the name of this agency.
Section 745.8807 is changed to apply to both administrator li-
cense types, to clarify under what circumstances an operation
may request an administrative review, to add that a designated
perpetrator of child abuse/neglect in a Licensing investigation is
eligible to request an administrative review, and to add that a
person designated as a controlling person is eligible to request
an administrative review.
Section 745.8835 adds two situations when a person may re-
quest a due process hearing: (1) When Licensing takes action
against a controlling person; and (2) When Licensing imposes
an administrative penalty be imposed against a permit holder or
controlling person. Also, the last paragraph of this rule has been
changed to apply to both administrator license types.
Section 745.8837 is revised so it applies to both administrator
license types. Two subsections are added to show who may re-
quest a due process hearing if certain actions are taken against
them: (1) a controlling person; and (2) the governing body, direc-
tor/administrator, or the designee if Licensing recommends the
imposition of an administrative penalty.
Section 745.8841 (previous §745.8841) is rewritten to remove
the address for the docket clerk, and to clarify that the address
will be included in the notice sent to the permit holder.
Section 745.8843 claries the procedures DFPS takes after a
person requests a due process hearing. It also creates circum-
stances in which DFPS may nullify a request for a release hear-
ing without the person losing the right to a request a hearing in
the future.
Section 745.8855 claries when an adverse action decision is
effective once the right to the due process hearing has been
waived.
Cindy Brown, Chief Financial Ofcer of DFPS, has determined
that for the rst ve-year period the proposed sections will be in
effect there will be no scal implications for state or local govern-
ment as a result of enforcing or administering the sections.
Ms. Brown also has determined that for each year of the rst
ve years the sections are in effect the public benet anticipated
as a result of enforcing the sections will be that the protection of
children in out-of-home care will be enhanced and the quality of
regulated child care will improve. There will be no effect on large,
small, or micro-businesses because the proposed changes do
not impose new requirements on any business and do not re-
quire the purchase of any new equipment or any increased staff
time in order to comply. There is no anticipated economic cost to
persons who are required to comply with the proposed sections.
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Questions about the content of the proposal may be directed to
Amy Chandler at (512) 438-3134 in DFPS’s Licensing Division.
Electronic comments may be submitted to Marianne.Mcdon-
ald@dfps.state.tx.us. Written comments on the proposal may
be submitted to Texas Register Liaison, Legal Services-344,
Department of Family and Protective Services E-611, P.O. Box
149030, Austin, Texas 78714-9030, within 30 days of publica-
tion in the Texas Register.
HHSC has determined that the proposed sections do not restrict
or limit an owner’s right to his or her property that would other-
wise exist in the absence of government action and, therefore,
do not constitute a taking under §2007.043, Government Code.
SUBCHAPTER A. PRECEDENCE AND
DEFINITIONS
DIVISION 2. DEFINITIONS FOR THE
LANGUAGE USED IN THIS CHAPTER
40 TAC §745.11
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements HRC §42.042(a).
§745.11. What words must I know to understand this chapter?
The following words have the following meanings when used in this
chapter:
(1) I, my, you, and your--An applicant or permit holder,
unless otherwise stated or the context clearly indicates otherwise.
(2) We, us, our, and Licensing--The Licensing Division of
the Texas Department of Family and Protective [and Regulatory] Ser-
vices (DFPS) [(PRS)].
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER D. APPLICATION PROCESS
DIVISION 1. DEFINITIONS
40 TAC §745.201
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.201. What words must I know to understand this subchapter?
These words have the following meanings:
(1) Nearby--For child day-care operations, "nearby"
[nearby] means next to, across the street from, or in the same city
block. For residential child-care operations, "nearby" [nearby] means
across the street from, in the same city block, or on the same property
[the actual physical distance between the facilities makes it possible to
provide appropriate management and supervision at each site].
(2) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 3. SUBMITTING THE
APPLICATION MATERIALS
40 TAC §745.243
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.243. What does a completed application for a permit include?
Application forms vary according to the type of permit. We will pro-
vide you with the required forms. Contact your local Licensing ofce
for additional information. The following table outlines the require-
ments for a completed application:
Figure: 40 TAC §745.243
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This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 4. PUBLIC NOTICE AND HEARING
REQUIREMENTS FOR RESIDENTIAL
CHILD-CARE OPERATIONS
40 TAC §§745.273, 745.275, 745.277, 745.279, 745.281
The amendments and new sections are proposed under Hu-
man Resources Code (HRC) §40.0505 and Government Code
§531.0055, which provide that the Health and Human Services
Executive Commissioner shall adopt rules for the operation and
provision of services by the health and human services agencies,
including the Department of Family and Protective Services; and
HRC §40.021, which provides that the Family and Protective
Services Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendments and new sections implement Senate Bill 6,
79th Legislature, Regular Session, 2005, and HRC §42.042(a).
§745.273. Which residential child-care operations [operators] must
meet the public notice and hearing requirements?
(a) All [applicants to be an] independent foster family or foster
group home operations applying for a permit to operate or requesting to
amend their permit to increase capacity and any child-placing agency
planning to verify an agency foster family or foster group home must
meet the public notice and hearing requirements if:
(1) - (2) (No change.)
(b) All other residential child-care operations (not including
maternity homes) applying for a permit to operate or requesting [apply-
ing] to amend their license to increase capacity must meet the public
notice and hearing requirements if they are located in a county with a
population of less than 300,000.
§745.275. What are the specic requirements for a public notice and
hearing?
The following chart lists the public notice, hearing requirements, and
subsequent report you must complete:
Figure: 40 TAC §745.275
§745.277. What will happen if I fail to comply with public notice and
hearing requirements?
If you fail to comply with any one of the public notice and hearing
requirements that are set forth under §745.273 of this title (relating to
Which residential child-care operations must meet the public notice and
hearing requirements?) and §745.275 of this title (relating to What are
the specic requirements for a public notice and hearing?), we may do
the following, as applicable:
(1) Deny you a permit;
(2) Deny you an amendment to your permit to increase ca-
pacity;
(3) Prohibit you from verifying the agency home; or
(4) Invalidate the verication of the agency home.
§745.279. How may the results of a public hearing affect my appli-
cation for a permit or a request to amend my permit?
We may deny you a permit or an amendment to increase capacity if we
determine that:
(1) The community has insufcient resources to support
the children that you propose to serve;
(2) Issuing the license or amending your permit would sig-
nicantly increase the ratio in the local school district of students en-
rolled in a special education program to students enrolled in a regular
education program, and the increase would adversely affect the chil-
dren that you propose to serve; or
(3) Issuing the license or increasing the capacity would
have a signicant adverse impact on the community and would limit
opportunities for social interaction for the children that you propose
to serve.
§745.281. How may the results of a public hearing affect my ability
to verify an agency foster home or agency foster group home?
We may prohibit you from verifying the proposed agency foster home
or agency group foster home if we determine that:
(1) The community has insufcient resources to support
the children that the home would serve;
(2) The home would signicantly increase the ratio in the
local school district of students enrolled in a special education program
to students enrolled in a regular education program, and the increase
would adversely affect the children that the home would serve; or
(3) The home would have a signicant adverse impact on
the community and would limit opportunities for social interaction for
the children that the home would serve.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 6. REVIEWING THE APPLICATION
FOR COMPLIANCE WITH MINIMUM
STANDARDS, RULES, AND STATUTES
40 TAC §§745.321, 745.323, 745.325
The amendments are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
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services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendments implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.321. What will Licensing do after accepting my application?
After we accept your application, our process of deciding to issue or
deny varies depending on the type of permit you requested. For exam-
ple, we must conduct an on-site inspection before issuing a registration
or license to determine compliance with licensing minimum standards,
rules, and statutes. However, regardless of the type of permit you have
requested, we will decide to issue or deny the permit no later than two
months [60 days] after we accept your application.
§745.323. What if Licensing exceeds its timeframes for processing
my application?
You may le a complaint with the Assistant Commissioner for Child-
Care [Director of] Licensing. The Assistant Commissioner [director]
will resolve the dispute in a timely manner. We must reimburse you for
your application fee if we do not establish good cause for exceeding the
time limit.
§745.325. How do I le a complaint?
You must send a written request within 30 days after our time limit
expires. You must send your request stating the nature of the dispute
to the Assistant Commissioner for Child-Care [Director of] Licensing,
Mail Code E-550, Texas Department of Family and Protective [and
Regulatory] Services, P.O. Box 149030, Austin, Texas 78714.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 7. THE DECISION TO ISSUE OR
DENY A PERMIT
40 TAC §§745.341, 745.343, 745.345, 745.347, 745.349,
745.351
The amendments are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendments implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.341. What type of permit will Licensing issue me?
(a) (No change.)
(b) We issue licensed [all other types of] operations either an
initial [a provisional] permit (time-limited) or a non-expiring permit.
§745.343. What is the difference between an initial [a provisional]
and non-expiring permit?
An initial [A provisional] permit is a time-limited permit allowing you
to operate pending the issuance of a non-expiring permit. A non-expir-
ing permit is effective as long as:
(1) You pay your annual fees, or you are exempt from pay-
ing them as set forth in §745.503 of this title (relating to Is anyone
exempt from paying fees?);
(2) You remain at the same location and under the same
ownership [.] (See §745.437 of this title (relating to What is a change
in the ownership of an operation?));
(3) - (4) (No change.)
§745.345. When does Licensing issue initial licenses [provisional
permits?
We must issue an initial license [a provisional permit] when you meet
our Licensing [licensing] minimum standards, rules, and statutes and
one of the following situations exists:
(1) - (3) (No change.)
(4) We licensed you for one type of child care, and you
apply to add another type of child care to your program (an initial [a
provisional] permit is issued for the new type of child care); or
(5) Change in ownership results in changes in policy and
procedure or in the staff who have direct contact with the children or
maternity home clients. (See §745.437 of this title (relating to What is
a change in the ownership of an operation?)). [A change in ownership
includes the sale of an operation, a change in the legal organizational
structure of an operation, or if the operation is incorporated, the sale of
the corporation.]
§745.347. How long is an initial [a provisional] permit valid?
An initial [A provisional] permit is valid for six months from the date
we issue it. We may renew it up to an additional six months. You
may only have an initial [a provisional] permit for a maximum of one
year. The initial [provisional] permit expires when we issue you a non-
expiring one.
§745.349. What if I am not able to care for children during the initial
[provisional] period?
We cannot determine compliance with all the Licensing [licensing]
minimum standards unless you have children (or maternity home
clients) in care. If you do not have children (or maternity home clients)
in care during the initial license period [One of the following happens]:
(1) We may renew your initial [provisional] permit, if you
have not exceeded the maximum one year period; [or]
(2) We may take remedial action, as appropriate; and/or
(3) [(2)] You may submit a new application form and fees
[, if you exceed the provisional period of one year].
§745.351. If I have an initial [a provisional] permit, when will I be
eligible for a non-expiring permit?
You will be eligible for a non-expiring permit when:
PROPOSED RULES May 12, 2006 31 TexReg 3853
(1) Your initial [provisional] permit has been in effect for
at least three months;
(2) (No change.)
(3) The Licensing staff [representative] has made three in-
spections, unless supervisory approval is obtained to make fewer visits;
and
(4) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 8. DUAL AND MULTIPLE PERMITS
40 TAC §745.385
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.385. Can multiple operations operate under one permit?
(a) Multiple operations may not operate under one permit un-
less they are:
(1) Contiguous to one another, are the same type of child-
care operation, and have the same governing body; or
(2) Not contiguous, but they are the same type of child-care
operation, are nearby one another, and operate as a single operation as
evidenced by stafng, nance, and administrative supervision effec-
tively supporting the operations.
(b) A permit that we issued prior to September 1, 2005, that
allows multiple residential child-care operations to operate under that
permit remains valid regarding the addresses listed on the permit until
it is revoked or voluntarily relinquished.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 9. REAPPLYING FOR A PERMIT
40 TAC §§745.401, 745.403, 745.405, 745.407, 745.409
(Editor’s note: The text of the following sections proposed for repeal
will not be published. The sections may be examined in the ofces of the
Department of Family and Protective Services or in the Texas Register
ofce, Room 245, James Earl Rudder Building, 1019 Brazos Street,
Austin.)
The repeals are proposed under Human Resources Code (HRC)
§40.0505 and Government Code §531.0055, which provide that
the Health and Human Services Executive Commissioner shall
adopt rules for the operation and provision of services by the
health and human services agencies, including the Department
of Family and Protective Services; and HRC §40.021, which pro-
vides that the Family and Protective Services Council shall study
and make recommendations to the Executive Commissioner and
the Commissioner regarding rules governing the delivery of ser-
vices to persons who are served or regulated by the department.
The repeals implement Senate Bill 6, 79th Legislature, Regular
Session, 2005.
§745.401. Can I reapply for a permit after Licensing denies me one?
§745.403. Can I operate after I reapply for a permit?
§745.405. What fees must I pay when I reapply for a permit?
§745.407. Can I apply for another permit after Licensing revokes my
permit?
§745.409. What fees must I pay when I apply for another permit after
Licensing revokes my permit?
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
40 TAC §§745.401, 745.403, 745.405, 745.407
The new sections are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
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Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The new sections implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.401. What fees must I pay when I reapply for a permit?
Unless you are reapplying within 30 days after you withdrew your orig-
inal application, you must pay all fees. The reapplication is considered
an original application.
§745.403. Can I apply for another permit after Licensing denies or
revokes my permit?
(a) If we revoke your child day-care permit or deny you a per-
mit to operate a child day-care operation on or after September 1, 2005,
you may not apply for another permit before the second anniversary of
the date on which the denial or revocation takes effect.
(b) If we revoke your residential child-care permit or deny you
a permit to operate a residential operation on or after September 1,
2005, you may not apply for another permit before the fth anniversary
of the date on which the denial or revocation takes effect.
(c) If our revocation of your permit took effect before Septem-
ber 1, 2005, you may not apply for another one before the second an-
niversary of the date on which the revocation took effect.
(d) If our denial of your permit took effect before September
1, 2005, you may reapply for a permit if your operation has remained
closed between the effective date of the denial and the reapplication.
(e) A revocation or denial takes effect when:
(1) You have waived or exhausted your due process rights
regarding the revocation or denial; and
(2) Our revocation or denial of your permit is upheld.
(f) This rule does not apply if your permit is revoked solely
because you have relocated your operation or changed ownership.
§745.405. Can I operate after I apply for a permit?
You cannot operate merely because you apply for a permit. We may
deny you a permit if you operate before a permit is issued.
§745.407. What fees must I pay when I apply for another permit after
Licensing revokes my permit?
In addition to the fees you would pay with an original application, you
must reimburse us for the cost of publishing the notice of revocation.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 10. RELOCATION OF OPERATION
40 TAC §745.435, §745.437
The amendment and new section are proposed under Human
Resources Code (HRC) §40.0505 and Government Code
§531.0055, which provide that the Health and Human Services
Executive Commissioner shall adopt rules for the operation
and provision of services by the health and human services
agencies, including the Department of Family and Protective
Services; and HRC §40.021, which provides that the Family and
Protective Services Council shall study and make recommen-
dations to the Executive Commissioner and the Commissioner
regarding rules governing the delivery of services to persons
who are served or regulated by the department.
The amendment and new section implement Senate Bill 6, 79th
Legislature, Regular Session, 2005, and HRC §42.042(a).
§745.435. What must I do if I relocate my operation after I receive
my license or certication?
(a) A change in location automatically revokes your permit.
(b) If you are going to relocate your operation for any reason,
you must notify us as early as possible before the move [, but no later
than 15 days after the move,] to voluntarily relinquish your permit. You
may reapply for a permit [license] to operate at your new location. See
Division 3 of this subchapter (relating to Submitting the Application
Materials).
(c) If you fail to notify us before you relocate [within 15 days
after the relocation], we may deny you a [revoke your] permit for the
new location [and you must not provide care].
§745.437. What is a change in the ownership of an operation?
(a) A change in ownership of an operation occurs when:
(1) The owner stated on the permit no longer owns the op-
eration;
(2) The governing body stated on the permit no longer has
the ultimate authority and responsibility for the operation;
(3) There is a change in the legal organizational structure
of the operation; or
(4) If the permit holder is a type of business entity, that
business entity is sold, except as set forth in subsection (b) of this sec-
tion.
(b) A change in ownership of an operation does not include
the acquisition of a corporate permit holder’s publicly traded stock if
the following conditions exist:
(1) The corporate permit holder listed on the application
and on the permit will continue to exist as the same corporate entity
and to own and operate the operation;
(2) There will be no change in the operation’s policy or
procedure because of the transaction;
(3) There will be no change in the staff who have contact
with children in care because of the transaction; and
(4) Any change in the day-to-day operations that might oc-
cur after the sale is in the ordinary course of business and not as a result
of the stock transaction.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
Filed with the Ofce of the Secretary of State on April 24, 2006.
TRD-200602281
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Gerry Williams
General Counsel
Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER E. FEES
40 TAC §§745.501, 745.505, 745.507, 745.509, 745.519
The amendments are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendments implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.501. What type of fees may Licensing charge me?
We may charge the following fees:
(1) - (2) (No change.)
(3) Fees for issuing your initial [provisional] license;
(4) Fees for renewing your initial [provisional] license;
(5) - (7) (No change.)
§745.505. What fees must I pay to list my family home and maintain
the listing?
The following chart contains the fees required for listed family homes,
when the fees are due, and the consequences for failure to pay the fees
on time. Note that for listed family homes the fees for background
checks are included in the $20 application and annual fees.
Figure: 40 TAC §745.505
§745.507. What fees must I pay to register my child-care home and
maintain the registration?
The following chart contains the fees required for registered child-care
homes, when the fees are due, and the consequences for failure to pay
the fees on time:
Figure: 40 TAC §745.507
§745.509. What fees must I pay to apply for and maintain a license
for an operation?
The following chart contains fees required for licenses, (including child
day-care and residential child-care operations, child-placing agencies,
and maternity homes), when the fees are due, and the consequences for
failure to pay the fees on time:
Figure: 40 TAC §745.509
§745.519. Are any fees refundable?
The following fees are refundable under the conditions noted:
(1) (No change.)
(2) We refund the initial [provisional] license fee if the ap-
plication is withdrawn, or the license is not issued;
(3) We refund the non-expiring license fee if the initial
[provisional] license expires without the non-expiring license being
issued; and
(4) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER G. RESIDENTIAL
CONTROLLING PERSON AND CERTAIN
EMPLOYMENT PROHIBITED
40 TAC §§745.901, 745.903, 745.905, 745.907, 745.909,
745.911, 745.913, 745.915
The new sections are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The new sections implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.901. Who is a controlling person at a residential child-care op-
eration?
(a) A controlling person of a residential child-care operation
is any:
(1) Owner of the operation or member of the governing
body of the operation, including, as applicable, an executive, an of-
cer, a board member, a partner, or a sole proprietor;
(2) Person who manages, administrates, or directs the op-
eration or its governing body; or
(3) Person who either alone or in connection with others
has the ability to inuence or direct the management, expenditures, or
policies of the operation. For example, a person may have inuence
over the operation because of a personal, familial, or other relationship
with the governing body, manager, or other controlling person of the
operation.
(b) A person does not have to be present at the operation or
hold an ofcial title at the operation or governing body in order to be
a controlling person.
(c) An employee, lender, secured creditor, or landlord of the
operation is not a controlling person unless the person meets a deni-
tion in subsection (a) of this section.
§745.903. When must I submit to Licensing information about a per-
son whom I consider to be a controlling person at my residential child-
care operation?
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We will provide you with a Controlling Person Form. You must pro-
vide us information on the form about each person that is a controlling
person at your operation as dened in §745.901(a) of this title (relating
to Who is a controlling person at a residential child-care operation?).
You must complete and submit this form to your local Licensing ofce:
(1) When you apply for your permit; or
(2) Within two days after a person becomes a controlling
person at your operation.
§745.905. When will Licensing designate someone at my residential
child-care operation as a controlling person?
(a) We will designate each person who meets the denition of
a controlling person in §745.901(a) of this title (relating to Who is a
controlling person at a residential child-care operation?) as a control-
ling person at your operation when:
(1) We revoke your permit; or
(2) You voluntarily close your operation or relinquish your
permit after you receive notice of our intent to revoke your permit or
that we are revoking your permit.
(b) We may designate a person at your operation as control-
ling, regardless of whether you submitted their name on a Controlling
Person Form.
§745.907. What are the consequences of Licensing designating me
as a controlling person?
(a) If we designate you as a controlling person:
(1) We may not issue you a permit of any kind for ve years
after our designation is sustained;
(2) You may not be the controlling person at a residential
child-care operation for ve years after the designation is sustained;
and
(3) A residential child-care operation may not employ you
for ve years after the designation is sustained.
(b) Our designation of you as a controlling person is sustained
when:
(1) You have waived or exhausted your due process rights
regarding the designation; and
(2) The designation is upheld.
§745.909. What due process rights do I have if Licensing designates
me as a controlling person?
(a) If we designate you as a controlling person, we will offer
you an administrative review and due process hearing. See Subchapter
M of this chapter (relating to Administrative Reviews and Due Process
Hearings).
(b) At our discretion, we may combine the administrative re-
view with a review regarding the revocation. The administrative law
judge may combine hearings that involve issues related to the same de-
cision or action.
§745.911. In what other circumstances may I not employ someone
because of his previous involvement with a residential child-care oper-
ation?
(a) You may not employ a person in any capacity to work in
a residential child-care operation if we denied the person a permit be-
cause the:
(1) Person is barred from operating a residential child-care
operation in another state; or
(2) Person’s permit to operate a residential child-care op-
eration in another state was revoked.
(b) The person is prohibited from employment in a residential
child-care operation on or after the denial referred to in subsection (a)
of this section is sustained.
(c) If the person is no longer barred from operating in the other
state or is subsequently allowed to operate in the other state, then you
may employ the person if approved by Licensing.
§745.913. When does Licensing check whether someone is ineligible
for employment at my residential child-care operation?
(a) When you submit a Controlling Person Form to us, we will
check to see if any person listed on the form is a sustained controlling
person or if the person was denied a residential permit due to compli-
ance history in another state.
(b) When you submit a Request for Criminal History and Cen-
tral Registry Check form for staff as required under §745.615 of this
title (relating to On whom must I request background checks?), we will
check whether the person is ineligible for employment at your opera-
tion for reasons noted under §745.907 of this title (relating to What
are the consequences of Licensing designating me as a controlling per-
son?) or §745.911 of this title (relating to In what other circumstances
may I not employ someone because of his previous involvement with
a residential child-care operation?).
§745.915. What happens after Licensing determines that someone is
ineligible for employment at my operation?
(a) We will notify you if someone is ineligible for employment
at your operation.
(b) If the person that we have prohibited you from employing
believes that the results of the check are inaccurate, you may contact the
local Licensing ofce that sent the notice to you to discuss the accuracy
of the information.
(c) Unless we determine that the results of the check were in-
accurate, you must remove this person from your operation.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
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SUBCHAPTER J. WAIVERS AND VARIANCES
FOR MINIMUM STANDARDS
40 TAC §745.8307
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
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Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8307. How does Licensing make the decision to grant or deny
my waiver or variance request?
We will not grant a waiver or variance if the minimum standard is re-
quired by statute. For all other waiver and variance requests, we con-
sider the following factors when making the decision to grant or deny
your request:
(1) - (4) (No change.)
(5) Your regulatory status (for example, whether you are
on initial [provisional] status, evaluation, or probation);
(6) - (7) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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SUBCHAPTER K. INSPECTIONS AND
INVESTIGATIONS
DIVISION 1. OVERVIEW OF INSPECTIONS
AND INVESTIGATIONS
40 TAC §745.8419
(Editor’s note: The text of the following section proposed for repeal
will not be published. The section may be examined in the ofces of the
Department of Family and Protective Services or in the Texas Register
ofce, Room 245, James Earl Rudder Building, 1019 Brazos Street,
Austin.)
The repeal is proposed under Human Resources Code (HRC)
§40.0505 and Government Code §531.0055, which provide that
the Health and Human Services Executive Commissioner shall
adopt rules for the operation and provision of services by the
health and human services agencies, including the Department
of Family and Protective Services; and HRC §40.021, which pro-
vides that the Family and Protective Services Council shall study
and make recommendations to the Executive Commissioner and
the Commissioner regarding rules governing the delivery of ser-
vices to persons who are served or regulated by the department.
The repeal implements HRC §42.042(a).
§745.8419. What will happen if I do not allow Licensing to inspect
and/or investigate all areas of my operation?
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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40 TAC §745.8419, §745.8425
The new sections are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The new sections implement HRC §42.042(a).
§745.8419. Can Licensing staff take copies of records from my oper-
ation?
Yes. Our staff may take copies of records from your operation, includ-
ing child records and personnel records.
§745.8425. What will happen if I do not allow Licensing to inspect
and/or investigate all areas of my operation?
We may take remedial action as specied in Subchapter L of this chap-
ter (relating to Remedial Actions), if you refuse, prevent, or delay our
ability to conduct an inspection and/or investigation.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER L. REMEDIAL ACTIONS
DIVISION 1. OVERVIEW OF REMEDIAL
ACTIONS
40 TAC §745.8605, §745.8613
The amendments are proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
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governing the delivery of services to persons who are served or
regulated by the department.
The amendments implement Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8605. When can Licensing take remedial action against me?
We can impose a remedial action any time we nd one of the following:
(1) - (11) (No change.)
(12) A failure to meet the terms and conditions of your
evaluation or probation; [or]
(13) A failure to comply with minimum standards, rules,
or laws at the end of the suspension period; [.]
(14) On or after September 1, 2005:
(A) We revoked your permit to operate a residential
child-care operation; or
(B) You voluntarily closed your residential child-care
operation or relinquished your permit after receiving notice of our in-
tent to take adverse action against your permit or that we were taking
adverse action against your permit;
(15) After we designate you as a controlling person, you
apply for a permit:
(A) Before you waive or exhaust your due process
rights regarding that designation; or
(B) Within ve years after that designation is sustained;
(16) You are barred from operating a residential child-care
operation in another state;
(17) You had a permit to operate a residential child-care
operation in another state and that permit was revoked;
(18) You are applying for a permit to operate a residential
child-care operation and:
(A) You fail to comply with public notice and hearing
requirements as set forth in §745.277 of this title (relating to What
will happen if I fail to comply with public notice and hearing require-
ments?); or
(B) The results of the public hearing meet one of the
criteria set forth in §745.279 of this title (relating to How may the re-
sults of a public hearing affect my application for a permit or a request
to amend my permit?);
(19) You operate a residential child-care operation, and that
operation discharges or retaliates against an employee, client, resident,
or other person because the person or someone on behalf of the person
les a complaint, presents a grievance, or otherwise provides in good
faith, information relating to the misuse of restraint or seclusion at the
operation;
(20) A reason set forth in Human Resources Code,
§42.078; or
(21) A failure to pay an administrative penalty under Hu-
man Resources Code, §42.078.
§745.8613. What rights do I have if I disagree with the decision of
Licensing to impose a remedial action?
(a) The rights you have vary depending upon the type of action
imposed against you. The chart in this subsection describes your rights
for each type of remedial action:
Figure: 40 TAC §745.8613(a)
(b) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 3. ADVERSE ACTIONS
40 TAC §745.8661
The new section is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The new section implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8661. What notice must I provide parents when the denial, sus-
pension, or revocation of my permit is nal?
If you are operating at the time you receive the nal notice, you must
notify the parents of each child that is enrolled of the denial, suspension
or revocation of your permit. You must send notice of this action to the
parents by certied mail within ve days of the receipt of the notice of
the denial, suspension, or revocation.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 4. JUDICIAL ACTIONS
40 TAC §745.8683
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
PROPOSED RULES May 12, 2006 31 TexReg 3859
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8683. Will anyone be informed of the judicial action being taken
against me?
Yes, the fact that we are attempting to enforce a judicial action against
you is available to the public. If you are a child day-care operation
participating in the Child Care Management Program or the Child and
Adult Care Food Program, we will inform the staff of those programs
of any judicial action taken against you. If a child in your care is in the
custody of the Department of Family and Protective Services (DFPS)
[(PRS)], then we will also inform the Child Protective Services Divi-
sion of DFPS [PRS], and, as appropriate, any other state and federal
programs. We will tell these programs that we have obtained a tem-
porary restraining order preventing you from operating, that we are
attempting to extend the order or make it permanent, and whether you
may care for children pending the nal hearing in the matter.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER M. ADMINISTRATIVE
REVIEWS AND DUE PROCESS HEARINGS
DIVISION 1. ADMINISTRATIVE REVIEWS
40 TAC §745.8807
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8807. Who may request an administrative review?
(a) The governing body, director, or designee of an operation
may request an administrative review with respect to our decision or
action concerning that operation’s permit.
(b) A licensed administrator [The holder of a child-care ad-
ministrator’s license (CCAL)] may request a review of our decisions
and actions concerning that administrator’s license.
(c) A person we have designated as a perpetrator of child abuse
or neglect may request an administrative review of that nding.
(d) A person that we designate as a controlling person of a res-
idential child-care operation may request a review of that designation.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 2. DUE PROCESS HEARINGS
40 TAC §§745.8835, 745.8837, 745.8841, 745.8843, 745.8855
The amendments and new section are proposed under Human
Resources Code (HRC) §40.0505 and Government Code
§531.0055, which provide that the Health and Human Services
Executive Commissioner shall adopt rules for the operation
and provision of services by the health and human services
agencies, including the Department of Family and Protective
Services; and HRC §40.021, which provides that the Family and
Protective Services Council shall study and make recommen-
dations to the Executive Commissioner and the Commissioner
regarding rules governing the delivery of services to persons
who are served or regulated by the department.
The amendments and new section implement Senate Bill 6, 79th
Legislature, Regular Session, 2005, and HRC §42.042(a).
§745.8835. When can I request a due process hearing?
You may request a [A] due process hearing in the following [is only
available in ve] situations:
(1) (No change.)
(2) When we are going to release the fact that you are [a
person is] a perpetrator due to a Child Protective Services or Adult
Protective Services nding of child abuse or neglect [, and the person
is requesting to be at your operation on a regular or frequent basis];
(3) (No change.)
(4) When we are taking adverse action against your opera-
tion; [or]
(5) When we designate you as a controlling person at a res-
idential operation;
(6) When we impose an administrative penalty against you;
or
(7) [(5)] If you are a licensed administrator, when [When]
we deny, revoke, [invalidate,] suspend, or refuse to renew your [child-
care administrator’s] license.
§745.8837. Who can request the due process hearing?
(a) - (b) (No change.)
(c) A licensed [When we are taking an action against a child-
care] administrator [, only the holder of the license] can request a [the]
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due process hearing when we suspend, revoke, or deny his administra-
tor’s license.
(d) A person that we designate as a controlling person of a res-
idential child-care operation can request a review of that designation.
(e) The governing body, director, or the designee of the oper-
ation can request a due process hearing for an administrative penalty
imposed against a permit holder.
§745.8841. Where do I send the written request for a due process
hearing?
You must send your request for a due process hearing by certied or
regular mail to our Docket Clerk in Legal Services. The exact mailing
address is included in the notice informing you of your right to due
process. You must also send a copy of your request to the Licensing
staff that sent you the notice letter.
§745.8843. What happens after I make a request for a due process
hearing?
(a) (No change.)
(b) After the State Ofce of Administrative Hearings assigns
a docket number to your case:[,]
(1) We [we] will send you notice of the hearing, by regular
and certied mail, to your last known address as shown by our records;
or
(2) If the Docket Clerk has received written notice of repre-
sentation from an attorney who will be representing you at the hearing,
we will send the notice of the hearing to the attorney in a manner al-
lowed under the rules referenced in §745.8845 of this title (relating to
How is a due process hearing conducted?).
(c) (No change.)
(d) If you requested a hearing because we are going to release
a Child Protective Services or Adult Protective Services nding that
you abused or neglected a child, we may nullify your request if we
decide not to release the nding to the operation. We may decide not
to release the nding to the operation if we determine that you are no
longer present at the operation. If we nullify your request for a hearing,
you will retain your right to request a due process hearing in the event
that we seek to release the nding in the future. We may not nullify
your request for a hearing if:
(1) We released the nding to the operation as set forth in
§745.733 of this title (relating to Will Licensing release a central reg-
istry nding on a designated perpetrator or sustained perpetrator to my
operation?); or
(2) We are taking adverse action against your operation be-
cause of the nding.
§745.8855. Can I waive my right to a due process hearing?
(a) You will waive your right to a due process hearing by not
requesting one [it] according to §745.8839 [and §745.8841] of this title
(relating to How do I request a due process hearing? and §745.8841
of this title (relating to Where do I send the written request for a due
process hearing?). If you waive your right to a due process hearing by
not requesting one according to the rules, our decision and/or action
will be effective on the date after your time period for requesting a due
process hearing expires.
(b) If you want to expedite the decision and/or action, you may
send us a written waiver of your right to the due process hearing be-
fore the 30-day timeframe has expired. Our decision or action will be
effective on the date that we receive your written waiver.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
40 TAC §745.8841
(Editor’s note: The text of the following section proposed for repeal
will not be published. The section may be examined in the ofces of the
Department of Family and Protective Services or in the Texas Register
ofce, Room 245, James Earl Rudder Building, 1019 Brazos Street,
Austin.)
The repeal is proposed under Human Resources Code (HRC)
§40.0505 and Government Code §531.0055, which provide that
the Health and Human Services Executive Commissioner shall
adopt rules for the operation and provision of services by the
health and human services agencies, including the Department
of Family and Protective Services; and HRC §40.021, which pro-
vides that the Family and Protective Services Council shall study
and make recommendations to the Executive Commissioner and
the Commissioner regarding rules governing the delivery of ser-
vices to persons who are served or regulated by the department.
The repeal implements Senate Bill 6, 79th Legislature, Regular
Session, 2005, and HRC §42.042(a).
§745.8841. Where do I send the written request for a due process
hearing?
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
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DIVISION 3. OPERATIONS PENDING THE
ADMINISTRATIVE REVIEW AND DUE
PROCESS HEARING
40 TAC §745.8875
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
PROPOSED RULES May 12, 2006 31 TexReg 3861
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005, and HRC §42.042(a).
§745.8875. If Licensing takes adverse action against me, may I
continue to operate pending the outcome of an administrative review
and/or a due process hearing?
Whether you may operate pending the outcome of an administrative
review and/or due process hearing depends upon the type of adverse
action being taken against you.
(1) If we denied your permit, you may or may not operate
depending upon the following conditions:
Figure: 40 TAC §745.8875(1)
(2) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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For further information, please call: (512) 438-3437
CHAPTER 746. MINIMUM STANDARDS FOR
CHILD-CARE CENTERS
The Health and Human Services Commission proposes, on
behalf of the Department of Family and Protective Services
(DFPS), amendments to §§746.3401, 746.5101, 746.5401,
and 746.5607, concerning must my child-care center have an
annual sanitation inspection, must my child-care center have an
annual re inspection, must my child-care center be inspected
for gas leaks, and what safety seat system must I use when
I transport children, in its Minimum Standards for Child-Care
Centers chapter. The amendments to §§746.3401, 746.5101,
and 746.5401 change provisional permit to initial permit based
on legislation passed by Senate Bill 6, 79th Legislature, Regular
Session, 2005. The amendment to §746.5607 updates the rule
for center-based operations in response to House Bill 183 of the
79th Legislature, Regular Session, 2005, and claries safety
requirements for children younger than one year and more than
20 pounds.
Cindy Brown, Chief Financial Ofcer of DFPS, has determined
that for the rst ve-year period the proposed sections will be in
effect there will be no scal implications for state or local govern-
ment as a result of enforcing or administering the sections.
Ms. Brown also has determined that for each year of the rst
ve years the sections are in effect the public benet anticipated
as a result of enforcing the sections will be that the protection of
children in out-of-home care will be enhanced and the quality of
regulated child care will improve. There will be no effect on large,
small, or micro-businesses because the proposed changes do
not impose new requirements on any business and do not re-
quire the purchase of any new equipment or any increased staff
time in order to comply. There is no anticipated economic cost to
persons who are required to comply with the proposed sections.
Questions about the content of the proposal may be directed to
Amy Chandler at (512) 438-3134 in DFPS’s Licensing Division.
Electronic comments may be submitted to Marianne.Mcdon-
ald@dfps.state.tx.us. Written comments on the proposal may
be submitted to Texas Register Liaison, Legal Services-344,
Department of Family and Protective Services E-611, P.O. Box
149030, Austin, Texas 78714-9030, within 30 days of publica-
tion in the Texas Register.
HHSC has determined that the proposed amendments do not
restrict or limit an owner’s right to his or her property that would
otherwise exist in the absence of government action and, there-
fore, do not constitute a taking under §2007.043, Government
Code.
SUBCHAPTER R. HEALTH PRACTICES
DIVISION 1. ENVIRONMENTAL HEALTH
40 TAC §746.3401
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005.
§746.3401. Must my child-care center have an annual sanitation in-
spection?
(a) Your child-care center must have a sanitation inspection
before we issue your initial [a provisional] permit and at least once
every 12 months, unless your child-care center is in a public school
building that a local or state sanitation ofcial has approved for public
school use.
(b) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
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SUBCHAPTER W. FIRE SAFETY AND
EMERGENCY PRACTICES
DIVISION 1. FIRE INSPECTION
40 TAC §746.5101
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The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005.
§746.5101. Must my child-care center have an annual re inspec-
tion?
(a) Your child-care center must have a re inspection before
we issue your initial [provisional] permit and at least once every 12
months, unless your child-care center is in a public school building
that the state or local re marshal has approved for public school use.
(b) (No change.)
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
DIVISION 4. GAS AND PROPANE TANKS
40 TAC §746.5401
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements Senate Bill 6, 79th Legislature,
Regular Session, 2005.
§746.5401. Must my child-care center be inspected for gas leaks?
Your child-care center must be inspected for gas leaks before we issue
your initial [provisional] permit, and once every two years after your
permit is issued, unless your child-care center is located in a public
school building that the state or local re marshal has approved for
public school use.
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
SUBCHAPTER X. TRANSPORTATION
40 TAC §746.5607
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements House Bill 183, 79th Legislature,
Regular Session, 2005.
§746.5607. What safety seat system must I use when I transport chil-
dren?
For all vehicles other than a bus with a GVWR of 10,000 pounds or
more, you must secure each child in an infant safety seat, child safety
seat, child booster seat, or a seat belt, as appropriate to the child’s
age, height, and weight according to manufacturer’s instructions be-
fore starting the vehicle, and during all times the vehicle is in motion.
All child passenger safety seat systems must meet federal standards for
crash-tested restraint systems as set by the National Highway Trafc
Safety Administration, and must be properly secured in the vehicle ac-
cording to manufacturer’s instructions. The following restraint devices
must be used when transporting children:
Figure: 40 TAC §746.5607
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.
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For further information, please call: (512) 438-3437




The Health and Human Services Commission proposes, on
behalf of the Department of Family and Protective Services
(DFPS), an amendment to §747.5407, concerning what safety
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seat system must I use when I transport children, in its Minimum
Standards for Child-Care Homes chapter. The purpose of the
amendment to §747.5407 is to update the rule for home-based
operations in response to House Bill 183 of the 79th Legislature,
Regular Session, 2005, and to clarify safety requirements for
children younger than one year and more than 20 pounds.
Cindy Brown, Chief Financial Ofcer of DFPS, has determined
that for the rst ve-year period the proposed section will be in
effect there will be no scal implications for state or local govern-
ment as a result of enforcing or administering the section.
Ms. Brown also has determined that for each year of the rst
ve years the section is in effect the public benet anticipated
as a result of enforcing the section will be that the protection of
children in out-of-home care will be enhanced and the quality
of regulated child care will improve. There will be no effect on
large, small, or micro-businesses because the proposed change
does not impose new requirements on any business and does
not require the purchase of any new equipment or any increased
staff time in order to comply. There is no anticipated economic
cost to persons who are required to comply with the proposed
section.
Questions about the content of the proposal may be directed to
Amy Chandler at (512) 438-3134 in DFPS’s Licensing Division.
Electronic comments may be submitted to Marianne.Mcdon-
ald@dfps.state.tx.us. Written comments on the proposal may
be submitted to Texas Register Liaison, Legal Services-344,
Department of Family and Protective Services E-611, P.O. Box
149030, Austin, Texas 78714-9030, within 30 days of publica-
tion in the Texas Register.
HHSC has determined that the proposed amendment does not
restrict or limit an owner’s right to his or her property that would
otherwise exist in the absence of government action and, there-
fore, do not constitute a taking under §2007.043, Government
Code.
The amendment is proposed under Human Resources Code
(HRC) §40.0505 and Government Code §531.0055, which
provide that the Health and Human Services Executive Com-
missioner shall adopt rules for the operation and provision of
services by the health and human services agencies, including
the Department of Family and Protective Services; and HRC
§40.021, which provides that the Family and Protective Ser-
vices Council shall study and make recommendations to the
Executive Commissioner and the Commissioner regarding rules
governing the delivery of services to persons who are served or
regulated by the department.
The amendment implements House Bill 183, 79th Legislature,
Regular Session, 2005.
§747.5407. What safety seat system must I use when I transport chil-
dren?
For vehicles other than a bus with a GVWR of 10,000 pounds or more,
you must secure each child in an infant safety seat, child safety seat,
child booster seat, or a seat belt, as appropriate to the child’s age, height,
and weight according to manufacturers’ instructions before starting the
vehicle, and during all times the vehicle is in motion. All child passen-
ger safety seat systems must meet federal standards for crash-tested
restraint systems as set by the National Highway Trafc Safety Ad-
ministration, and must be properly secured in the vehicle according to
manufacturer’s instructions. The following restraint devices must be
used when transporting all children, including children related to you:
Figure: 40 TAC §747.5407
This agency hereby certies that the proposal has been reviewed
by legal counsel and found to be within the agency’s legal author-
ity to adopt.




Department of Family and Protective Services
Earliest possible date of adoption: June 11, 2006
For further information, please call: (512) 438-3437
31 TexReg 3864 May 12, 2006 Texas Register
TITLE 1. ADMINISTRATION
PART 15. TEXAS HEALTH AND
HUMAN SERVICES COMMISSION
CHAPTER 355. REIMBURSEMENT RATES
SUBCHAPTER D. REIMBURSEMENT
METHODOLOGY FOR INTERMEDIATE CARE
FACILITIES FOR PERSONS WITH MENTAL
RETARDATION (ICF/MR)
1 TAC §355.457
The Texas Health and Human Services Commission withdraws
the proposed amendment to §355.457 which appeared in the
October 21, 2005, issue of the Texas Register (30 TexReg 6857).




Texas Health and Human Services Commission
Effective date: April 21, 2006
For further information, please call: (512) 424-6900
SUBCHAPTER F. REIMBURSEMENT
METHODOLOGY FOR PROGRAMS SERVING
PERSONS WITH MENTAL ILLNESS AND
MENTAL RETARDATION
1 TAC §355.722
The Texas Health and Human Services Commission withdraws
the proposed amendment to §355.722 which appeared in the
October 21, 2005, issue of the Texas Register (30 TexReg 6865).




Texas Health and Human Services Commission
Effective date: April 21, 2006
For further information, please call: (512) 424-6900
TITLE 16. ECONOMIC REGULATION
PART 9. TEXAS LOTTERY
COMMISSION
CHAPTER 401. ADMINISTRATION OF STATE
LOTTERY ACT
SUBCHAPTER D. LOTTERY GAME RULES
16 TAC §401.301
The Texas Lottery Commission withdraws the proposed amend-
ment to §401.301 which appeared in the December 9, 2005, is-
sue of the Texas Register (30 TexReg 8247).





Effective date: April 24, 2006
For further information, please call: (512) 344-5113
TITLE 34. PUBLIC FINANCE
PART 9. TEXAS BOND REVIEW
BOARD
CHAPTER 190. ALLOCATION OF STATE’S
LIMIT ON CERTAIN PRIVATE ACTIVITY
BONDS
SUBCHAPTER A. PROGRAM RULES
34 TAC §190.3
Pursuant to Texas Government Code, §2001.027 and 1 TAC
§91.38(d), the proposed amended section, submitted by the
Texas Bond Review Board has been automatically withdrawn.
The amended section as proposed appeared in the October 21,
2005, issue of the Texas Register (30 TexReg 6927).
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602356
TITLE 43. TRANSPORTATION
PART 1. TEXAS DEPARTMENT OF
TRANSPORTATION
WITHDRAWN RULES May 12, 2006 31 TexReg 3865
CHAPTER 18. MOTOR CARRIERS
SUBCHAPTER C. RECORDS AND
INSPECTIONS
43 TAC §18.32
The Texas Department of Transportation withdraws the pro-
posed amendment to §18.32 which appeared in the December
2, 2005, issue of the Texas Register (30 TexReg 8031).




Texas Department of Transportation
Effective date: April 28, 2006
For further information, please call: (512) 463-8683
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TITLE 4. AGRICULTURE
PART 1. TEXAS DEPARTMENT OF
AGRICULTURE
CHAPTER 29. ECONOMIC DEVELOPMENT
SUBCHAPTER B. "TEXAS YES!" PROGRAM
RULES
DIVISION 1. GENERAL RULES
4 TAC §29.21, §29.23
The Texas Department of Agriculture (the department) adopts
amendments to Chapter 29, Subchapter B, Division 1, §29.21
and §29.23, concerning the department’s "Texas Yes!" program
rules, without changes to the proposal published in the March
24, 2006, issue of the Texas Register. The amendments are
adopted to modify eligibility requirements for business and
community members in the department’s "Texas Yes!" Program,
a promotional program designed to support and increase eco-
nomic activity in rural Texas communities. The amendments to
§29.21 delete the term "rural area" from the list of denitions,
and revise the denitions for a "Texas Yes!" business member
and a "Texas Yes!" community member to clarify those deni-
tions to make them consistent with current practice, and delete
the reference to rural areas or communities. The amendments
to §29.23 provide revised eligibility requirements for community
and business membership to make them consistent with the
amendments to §29.21 and with current practice.
No comments were received on the proposal.
The amendments to §29.21 and §29.23 are adopted under the
Texas Agriculture Code (the Code), §12.016, which authorizes
the department to adopt rules to administer its duties under the
Code; and the Code, §12.027, which authorizes the department
to maintain an economic development program for rural areas
within the state.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Department of Agriculture
Effective date: May 21, 2006
Proposal publication date: March 24, 2006
For further information, please call: (512) 463-4075
TITLE 7. BANKING AND SECURITIES
PART 1. FINANCE COMMISSION OF
TEXAS
CHAPTER 4. CURRENCY EXCHANGE
7 TAC §§4.7, 4.9, 4.12, 4.21
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), adopts the re-
peal of §4.7, concerning bond requirements and deposits in lieu
of bond, §4.9, concerning misrepresentation of correction and
enforcement actions for continuing and repeat violations, §4.12,
concerning currency exchange license applications, notices to
applicants, application processing times, abandoned lings, and
appeals, and §4.21, concerning information to consumers on
how to le a complaint. The repeal is adopted without changes
to the proposal as published in the March 10, 2006, issue of the
Texas Register (31 TexReg 1544).
Prior to September 1, 2005, Texas law regulated money services
businesses under Finance Code, Chapter 152 (Sale of Checks
Act) and Finance Code, Chapter 153 (Currency Exchange Act).
During the 79th Regular Session, the Texas Legislature enacted
the Money Services Act (Act of May 26, 2005, 79th Leg., R.S.,
H.B. 2218, §1), effective September 1, 2005. The Money Ser-
vices Act (MSA), codied as Finance Code, Title 3, Subtitle E,
Chapter 151, consolidates the regulation of persons engaged
in the money transmission and currency exchange business in
Texas into one statute and repeals the Sale of Checks and Cur-
rency Exchange Acts.
Chapter 4 consists of the administrative rules the commission
previously adopted to implement the repealed Currency Ex-
change Act. The commission is adopting new regulations under
the MSA which are located in Texas Administrative Code, Title 7,
Chapter 33 (Money Services Businesses). As the commission
adopts new Chapter 33 sections, the commission is repealing
existing sections of Chapter 4. Ultimately, all Chapter 4 sections
will be repealed.
The commission is repealing §§4.7, 4.9, 4.12, and 4.21 because
these sections are unnecessary or obsolete. As explained in
this preamble, the substance of these sections is incorporated
into or rendered unnecessary by the MSA, or is included in new
sections of Chapter 33 that the commission is simultaneously
adopting in this issue of the Texas Register.
The substance of §4.12, which pertains generally to new license
applications, is included in adopted new §33.13 and §33.15, and
the substance of §4.21, relating to consumer complaints, is in-
cluded in adopted new §33.51. Section 4.7, which establishes
ADOPTED RULES May 12, 2006 31 TexReg 3867
the bond or other security requirements applicable to a license
holder under the Currency Exchange Act, is unnecessary be-
cause the security requirements for money transmitters and cur-
rency exchangers are set out in the MSA. Section 4.9, concern-
ing the correction of violations and administrative penalties for
continuing and repeat violations, is unnecessary because Fi-
nance Code, §151.707, authorizes the banking commissioner to
impose administrative penalties upon a person that fails to timely
correct violations, engages in a pattern of violations, or wilfully
disregards the requirements of the law.
The commission received no comments regarding the proposal.
The repeal is adopted under Finance Code, §151.102, which au-
thorizes the commission to adopt rules to administer and enforce
Finance Code, Chapter 151.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Finance Commission of Texas
Effective date: May 18, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 475-1300
PART 2. TEXAS DEPARTMENT OF
BANKING
CHAPTER 29. SALE OF CHECKS ACT
7 TAC §§29.3, 29.4, 29.6 - 29.10, 29.12
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), adopts the re-
peal of §29.3, concerning application for new sale of checks
license, §29.4, concerning violation of application processing
times, §29.6, concerning net worth and bonding requirements for
a license holder that conducts currency exchange, transportation
or transmission transactions, §29.7, concerning exemption from
licensing, §29.8, concerning license renewal, §29.9, concerning
extension of time to le annual nancial statement, §29.10, con-
cerning correction of violations and imposition of administrative
remedy, and §29.12, concerning notice to customers regarding
complaints. The repeal is adopted without changes to the text
as published in the March 10, 2006, issue of the Texas Register
(31 TexReg 1546).
Prior to September 1, 2005, Texas law regulated money services
businesses under Finance Code, Chapter 152 (Sale of Checks
Act) and Finance Code, Chapter 153 (Currency Transmission
Act). During the 79th Regular Session, the Texas Legislature
enacted the Money Services Act (Act of May 26, 2005, 79th Leg.,
R.S., H.B. 2218, §1), effective September 1, 2005. The Money
Services Act (MSA), codied as Finance Code, Title 3, Subtitle
E, Chapter 151, consolidates the regulation of persons engaged
in the money transmission and currency exchange businesses
in Texas into one statute and repeals the Sale of Checks and
Currency Exchange Acts.
Chapter 29 consists of the administrative rules the commission
previously adopted to implement the repealed Sale of Checks
Act. The commission is adopting new regulations under the MSA
which are located in Texas Administrative Code, Title 7, Chapter
33 (Money Services Businesses). As the commission adopts
new Chapter 33 sections, the commission is repealing existing
sections of Chapter 29. Ultimately, all Chapter 29 sections will
be repealed.
The commission is repealing §§29.3, 29.4, 29.6 - 29.10, and
29.12 because these sections are unnecessary or obsolete. As
explained in this preamble, the substance of these sections is
incorporated into or rendered unnecessary by the MSA, or is
included in the new sections of Chapter 33 that the commission
is simultaneously adopting in this issue of the Texas Register.
The substance of §§29.3, 29.4, 29.8, 29.9, and 29.12 is included
in new Chapter 33 sections. The requirements of §29.3 and
§29.4, which pertain generally to new license applications, are
included in adopted new §33.13 and §33.15. The substance
of §29.8 and §29.9, which concern license renewals and ex-
tensions of time for ling annual statements, is included in new
§33.21 (and is also addressed in Finance Code, 151.207). The
substance of §29.12, which species how license holders must
tell their customers how to le complaints, is included in adopted
new §33.51.
The substance of §§29.6, 29.7, and 29.10 is incorporated into or
rendered unnecessary by the MSA. Section 29.6, which estab-
lishes the net worth and bond requirements for a license holder
under the Sale of Checks Act that conducts currency-based
transactions generally regulated under the Currency Exchange
Act, is unnecessary. All money transmission is now regulated
under the MSA, and the security requirements for both money
transmitters and currency exchangers are set out in Finance
Code, §151.308 and §151.506, respectively. The exemptions
from licensing recognized in §29.7 are now set out in Finance
Code, §151.103, and §33.3, which establishes an exclusion for
agents of certain nancial institutions. Finally, §29.10, concern-
ing the correction of violations and administrative penalties, is
rendered unnecessary by Finance Code, §151.707. Section
151.707 authorizes the banking commissioner to impose ad-
ministrative penalties upon a person who fails to timely correct
violations, engages in a pattern of violations, or willfully disre-
gards the requirements of the law.
The commission received no comments regarding the proposal.
The repeal is adopted under Finance Code, §151.102, which au-
thorizes the commission to adopt rules to administer and enforce
Finance Code, Chapter 151.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Department of Banking
Effective date: May 18, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 475-1300
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CHAPTER 33. MONEY SERVICES
BUSINESSES
7 TAC §§33.13, 33.15, 33.21, 33.51
The Finance Commission of Texas (commission), on behalf of
the Texas Department of Banking (department), adopts new
§33.13, concerning new license applications, §33.15, con-
cerning violation of new license application processing times,
§33.21, concerning license renewals, and §33.51, concerning
providing information to customers about how to le a complaint.
The new sections are adopted without changes to the text as
published in the March 10, 2006, issue of the Texas Register
(31 TexReg 1547).
The new sections are adopted under the recently enacted Money
Services Act (Act of May 26, 2005, 79th Leg., R.S., H.B. 2218,
§1) (MSA), which took effect September 1, 2005, and is codied
as Finance Code, Title 3, Subtitle E, Chapter 151. The MSA
regulates persons that engage in money services businesses
in Texas, specically the money transmission and the currency
exchange businesses. Prior to the enactment of the MSA, Texas
law regulated money services businesses under Finance Code,
Chapter 152 (Sale of Checks Act), and Chapter 153 (Currency
Exchange Act). The MSA consolidates the regulation of these
businesses into one statute and repeals the Sale of Checks and
Currency Exchange Acts.
The commission is in the process of adopting new regulations
to implement the MSA. As the commission adopts new Chap-
ter 33 sections, the commission is repealing existing sections of
Texas Administrative Code, Title 7, Chapter 29 (Sale of Checks
Act) and Chapter 4 (Currency Exchange), which sections were
previously adopted under the repealed Sale of Checks and Cur-
rency Exchange Acts. Ultimately, all sections of Chapter 29 and
Chapter 4 will be repealed.
As explained in this preamble, the adopted new sections re-
place Chapter 29 and Chapter 4 sections that the commission
is repealing in this issue of the Texas Register. Adopted new
§§33.13, 33.15 and 33.51 are substantively similar to the
repealed sections but conform to the provisions of the MSA.
Adopted new §33.21 reects and claries the requirements of
the MSA with respect to license renewals.
Adopted new §33.13 sets out the requirements an applicant for
a new license under the MSA must satisfy and procedures for
accepting, evaluating, and granting or denying an application.
Adopted new §33.15 establishes the process by which a new
license applicant may complain to the banking commissioner if
the department fails to comply with the application processing
times specied in adopted new §33.13(e) or (h). These new
sections replace repealed §29.3, §29.4 and §4.12.
Adopted new §33.21, which addresses license renewals, re-
places repealed §29.8 and §29.9, both of which are rendered
obsolete by the MSA. The adopted new section expands upon
and reects the requirements of Finance Code, §151.207,
regarding the renewal of money transmission and currency ex-
change licenses. Valid licenses currently held under the MSA,
either new licenses issued under the Act or licenses continued
under the Act’s transition provisions, expire on August 15, 2006,
and must be renewed in accordance with the MSA. The adopted
new section species what a license holder must le to renew
its license and applicable statutory deadlines. The new section
also establishes the procedure by which a license holder may
request an extension of time to le its renewal report or pay its
renewal fee and explains what is required to demonstrate the
"good cause" required to justify the extension.
Adopted new §33.51 species the manner in which a license
holder must provide information to its customers about how to
le a complaint with the department. The adopted new section is
substantively similar to the repealed sections it replaces, §29.12
and §4.21. However, the notice language in the adopted new
section differs slightly from the language in repealed §29.12 and
§4.21. The new notice provides that a customer with a com-
plaint about a license holder’s money transmission or currency
exchange activity should contact the department if the complaint
remains unresolved after the customer has complained to the li-
cense holder. The new language is intended to benet license
holders and customers by encouraging direct communication
between the two and reduce unnecessary calls to the depart-
ment.
Adopted new §33.51 has an effective date of July 1, 2006, the
date by which the MSA requires license holders to le their re-
newal reports. However, §33.51 permits a license holder to use
the notice set out in the section or a substantially conforming no-
tice. The department will consider notices license holders cur-
rently use under repealed §29.12 and §4.21 to be substantially
conforming for purposes of compliance with the adopted section.
However, the department encourages and expects license hold-
ers to transition to the new notice language within a reasonable
period of time.
The commission received no comments regarding the proposal.
The new sections are adopted under Finance Code, §151.101,
which authorizes the commission to adopt rules to administer
and enforce Finance Code, Chapter 151. The new sections are
also adopted under Finance Code, §151.101, which authorizes
the commission to prescribe time periods for the processing of
new license applications, and Finance Code, §11.307, which di-
rects the commission to adopt rules regarding consumer com-
plaint notices.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Department of Banking
Effective date: May 18, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 475-1300
PART 4. TEXAS DEPARTMENT OF
SAVINGS AND MORTGAGE LENDING
CHAPTER 77. LOANS, INVESTMENTS,
SAVINGS, AND DEPOSITS
SUBCHAPTER B. SAVINGS AND DEPOSITS
7 TAC §77.116
ADOPTED RULES May 12, 2006 31 TexReg 3869
The Finance Commission of Texas ("Finance Commission")
adopts new 7 TAC §77.116 Pledging of Assets to Secure
Deposits of Certain Public Purpose Entities. The purpose of
the new section is to implement amendments to Finance Code
§93.001(c)(5) to dene member-owned utilities (such as electric
cooperatives and water supply corporations) and certain eco-
nomic development corporations as "entities that serve a public
purpose" for purposes of the amended statute. The adoption
of the rule is without change to the proposed text as published
in the March 10, 2006 issue of the Texas Register (31 TexReg
1551).
Prior to September 1, 2005, Finance Code §93.001(c)(5) permit-
ted a state chartered savings bank to pledge its assets to secure
the deposits of any state or of a political corporation or political
subdivision of any state. This provision allowed a state savings
bank to pledge savings bank assets to secure the deposits of
public funds which were in excess of the limits on deposit ac-
count insurance provided by the Federal Deposit Insurance Cor-
poration. The authority to pledge assets to secure the uninsured
portion of large deposits did not extend to non-prot non-gov-
ernmental entities which provide necessary public services such
as utility services or economic development assistance. H.B.
955 as passed by the 79th Texas Legislature amended Finance
Code §93.001(c)(5) to grant state chartered savings banks the
authority to pledge savings bank assets to secure the deposits
of any "other entity that serves a public purpose according to
rules adopted by the nance commission." This new rule es-
tablishes the denition of those entities that the Finance Com-
mission deems to "serve a public purpose" as contemplated by
the amended statute. The rule denes these entities to include
electrical cooperatives, telephone cooperatives, nonprot water
supply and sewer corporations, economic development corpora-
tions and any not for prot entity which the Savings and Mortgage
Lending Commissioner determines provides utility services or
economic development services similar to those entities specif-
ically identied in the rule.
The Finance Commission received no comments on the pro-
posed new rule.
The rule is adopted pursuant to Finance Code Section 11.302(a)
which authorizes the Finance Commission to adopt rules appli-
cable to savings associations and savings banks. The Finance
Commission interprets this as authorizing adoption of rules to
implement amendments to Finance Code Chapter 93 relating to
the authorized powers of state savings banks. The section of the
Finance Code affected by the rule is Finance Code §93.001.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Department of Savings and Mortgage Lending
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 475-1353
TITLE 10. COMMUNITY DEVELOPMENT
PART 1. TEXAS DEPARTMENT OF
HOUSING AND COMMUNITY AFFAIRS
CHAPTER 1. ADMINISTRATION
SUBCHAPTER A. GENERAL POLICIES AND
PROCEDURES
10 TAC §1.9
The Texas Department of Housing and Community Affairs (the
Department) adopts the proposed amendment of §1.9(f), con-
cerning the qualied contract request processing fee, as pub-
lished in the March 24, 2006, issue of the Texas Register (31
TexReg 2344). There were no changes, and therefore, the rule
will not be republished.
This section is adopted in order to correct the fee charged for a
qualied contract request.
No public comment was received.
The amendment is adopted pursuant to the authority of the Texas
Government Code, Chapter 2306.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Department of Housing and Community Affairs
Effective date: May 17, 2006
Proposal publication date: March 24, 2006
For further information, please call: (512) 475-4595
TITLE 13. CULTURAL RESOURCES
PART 1. TEXAS STATE LIBRARY AND
ARCHIVES COMMISSION
CHAPTER 1. LIBRARY DEVELOPMENT
SUBCHAPTER C. MINIMUM STANDARDS
FOR ACCREDITATION OF LIBRARIES IN THE
STATE LIBRARY SYSTEM
13 TAC §1.77
The Texas State Library and Archives Commission adopts
amended rule, 13 TAC §1.77, without changes to the text as
published in the March 3, 2006, issue of the Texas Register (31
TexReg 1398). This section addresses minimum standards for
accreditation in the State Library System. One comment was
received during the comment period.
One comment was received. An ofcer of the Friends of Cedar
Creek Lake Public Library recommended reconsideration of the
proposed change from $10.00 to $13.50 per capita. He said he
supported high standards; however, he believed it could do more
harm than help to small public libraries without a lot of funds. His
local library struggles continually to meet state requirements be-
cause of limited funds, yet does an absolutely fabulous job of
31 TexReg 3870 May 12, 2006 Texas Register
serving the community. The proposed change would make that
considerably more difcult. The agency understands his con-
cern, but believes that the impact the rule would have is being
misinterpreted. The proposed change from $10.00 to $13.50 per
capita is not a new level that all libraries must meet either to attain
or remain accredited in the State Library System. This amend-
ment would only set a higher level of minimum per capita support
that allows a library to be exempt from the rule’s requirement that
"at least half of the annual local operating expenditures required
to meet the minimum level of per capita support for accreditation
must be from local government sources." The minimum level of
support for accreditation that a library must report is established
in 13 TAC §1.81, and this remains the same. This information
was sent to the respondent.
This amendment is adopted under the authority of Government
Code §441.127, that provides the commission authority to set
accreditation standards for public libraries.
The proposed amended section affects the Government Code
§441.127.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas State Library and Archives Commission
Effective date: May 18, 2006
Proposal publication date: March 3, 2006
For further information, please call: (512) 463-5459
CHAPTER 8. TEXSHARE LIBRARY
CONSORTIUM
13 TAC §8.1, §8.5
The Texas State Library and Archives Commission adopts with
changes amendments to 13 TAC §8.1 and 13 TAC §8.5 regard-
ing the TexShare Library Consortium, posted in the March 3,
2006, issue of the Texas Register (31 TexReg 1399). The re-
visions establish criteria for public school libraries to participate
in group purchasing agreements provided by the TexShare Con-
sortium as specied in SB 483, enacted by the 79th Legislature.
The criteria ensure that the resources of qualifying public school
libraries are adequate for participation in these group purchasing
programs, and that their participation will not have the effect of
reducing services to current members. A complete set of guide-
lines by which a school may examine the library program and
begin to work toward results that are consistent with educational
objectives are found in the school library standards, 13 TAC §4.1.
No comments were received. Staff recommended that the use
of the phrase "public school library" be expanded in order to clar-
ify that "public school library" is inclusive of libraries at both the
district and campus levels. To accomplish this, the phrase "or
public school campus" has been added in §8.1(9) and §8.5(c).
The amendments are adopted under Government Code
§441.225(b), which authorizes the commission to adopt rules to
govern the operation of the consortium.
The amended section affects Government Code, §441.221
through §441.230.
§8.1. Denitions.
The following words and terms, when used in this chapter, shall have
the following meanings, unless the context clearly indicates otherwise.
(1) Institution of higher education--An institution of higher
education as dened by Education Code, §61.003, and a private or inde-
pendent institution of higher education as dened by Education Code,
§61.003.
(2) Annual Report--A report submitted to the Commission
each year on the member institution of higher education’s participation
in TexShare programs, the member library of clinical medicine’s par-
ticipation in TexShare programs, or in fulllment of a public library’s
system membership requirements.
(3) Commission--The Texas State Library and Archives
Commission.
(4) Consortium--The TexShare Library Consortium.
(5) Director and Librarian--Chief executive and adminis-
trative ofcer of the commission.
(6) Public Library has the meaning assigned by Govern-
ment Code, §441.122.
(7) Library of clinical medicine has the meaning assigned
to Non-Prot Corporation by Government Code, §441.221.
(A) Extensive library services are dened as those ser-
vices set forth in §1.81(4)(C) and (D) of this title.
(B) Extensive collections in the elds of clinical
medicine and the history of Medicine--a minimum of 10,000 library
resources in print and in electronic format, comprised of books, journal
titles, technical reports, and databases on clinical medicine and the
history of medicine.
(8) Public school--any school accredited by under Educa-
tion Code Subchapter D Accreditation Status (§§39.071-39.076).
(9) Public school library--an organized collection of
printed, audiovisual and/or computer resources in a public school or
public school campus (elementary or secondary). A public school
library makes resources and services available to all students, teachers,
and administrators. Collections such as classroom "libraries" or
collections of primarily textbooks or other similar classroom teaching
materials are not public school libraries.
(10) Certied school librarian--a public school staff mem-
ber holding a current school librarian certicate issued by the State
Board for Educator Certication under the authority of Education
Code, Chapter 21, Subchapter B (§§21.031-21.058).
(11) Certied staff member--a public school staff member
holding a current certicate, license, permit, or other credential issued
by the State Board for Educator Certication under the authority of
Education Code, Chapter 21, Subchapter B (§§21.031-21.058).
(12) Internet connection--A combination of hardware,
software and telecommunications services that allows a computer to
communicate with any other computer on the worldwide network of
networks known as the Internet, and that adheres to Internet standards
documents of the Internet Engineering Steering Group, Internet
Architecture Board, and the Internet community.
§8.5. Programs.
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(a) The programs of the consortium shall include activities de-
signed to facilitate library resource sharing. Such activities may in-
clude:
(1) providing electronic networks, shared databases, recip-
rocal borrowing, delivery services, and other infrastructure necessary
to enable the libraries in the consortium to share resources;
(2) negotiating and executing statewide contracts for infor-
mation products and services;
(3) coordinating library planning, research and develop-
ment; or
(4) training library personnel.
(b) Programs of the consortium are established and adminis-
tered for the benet of consortium members. Consortium members
may sometimes enter into formal or informal agreements with non-
member entities. Under these agreements, consortium members may
not provide systematic access to consortium services to non-member
entities. This provision should not be construed in such a way as to limit
a member institution’s ability to provide on-site access to TexShare
databases to members of the public.
(c) Public school libraries may participate in group purchasing
agreements provided by the consortium if such libraries are managed
by or report to a certied school librarian or other certied staff member
in the public school or public school campus.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas State Library and Archives Commission
Effective date: May 18, 2006
Proposal publication date: March 3, 2006
For further information, please call: (512) 463-5459
TITLE 19. EDUCATION
PART 1. TEXAS HIGHER EDUCATION
COORDINATING BOARD
CHAPTER 17. CAMPUS PLANNING
SUBCHAPTER K. REPORTS
19 TAC §17.101
The Texas Higher Education Coordinating Board adopts
amendments to §17.101, concerning Institutional Reports,
without changes to the proposed text as published in the March
3, 2006, issue of the Texas Register (31 TexReg 1403).
Specically, these amendments increase the limits regarding
submission of projects for an institution’s Facilities Development
Plan (MP1) to match new standards set by the Bond Review
Board.
The following comment was received regarding the amend-
ments:
Comment. One comment was received from The University
of Texas System Ofce of Facilities Planning and Construction
(OFPC) asking the Board to consider raising the repair and ren-
ovation reporting threshold in the capital expenditure plan (MP1)
from the proposed $1 million to $2 million to allow consistency
with UT system’s currently collected and maintained database.
Response. Article 9, §11.02 (d) of Senate Bill 1 specically calls
for the threshold for repair and renovations of buildings and other
facilities estimated to exceed $1 million in the aggregate for a sin-
gle state agency or institution of higher education. No changes
were made as a result of this comment.
The amendments are adopted under the Texas Education Code,
§61.027 and §61.0572.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.




Texas Higher Education Coordinating Board
Effective date: May 16, 2006
Proposal publication date: March 3, 2006
For further information, please call: (512) 427-6114
CHAPTER 21. STUDENT SERVICES
SUBCHAPTER C. HINSON-HAZLEWOOD
COLLEGE STUDENT LOAN PROGRAM
19 TAC §§21.56, 21.61, 21.62
The Texas Higher Education Coordinating Board adopts amend-
ments to §§21.56, 21.61, and 21.62, concerning the Hinson-Ha-
zlewood College Student Loan Program, without changes to the
proposed text as published in the February 24, 2006, issue of
the Texas Register (31 TexReg 1158).
Specically, the amendment to §21.56 (Requirements of
Cosigner/Accommodation Party) adds the requirement that a
cosigner of a loan must be a citizen or permanent resident of the
United States and must reside in the United States or a territory
of the United States. The amendment to §21.61 (Disbursements
to Students) removes the outdated and unnecessary require-
ment that a spouse’s signature must be on the promissory note
of a married borrower. The amendment to §21.62 (Repayment
of Loans) claries the way payments are to be applied, as stated
on the loan promissory note.
No comments were received regarding the amendments.
The amendments are adopted under Texas Education Code,
§52.01, which provides the Coordinating Board with the author-
ity to adopt any rules necessary to administer Texas Education
Code, §52.01 and §§52.31 - 52.40.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 26, 2006.
TRD-200602327
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Jan Greenberg
General Counsel
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Effective date: May 16, 2006
Proposal publication date: February 24, 2006
For further information, please call: (512) 427-6114
SUBCHAPTER M. TEXAS COLLEGE
WORK-STUDY PROGRAM
19 TAC §§21.401, 21.402, 21.404, 21.406
The Texas Higher Education Coordinating Board adopts amend-
ments to §§21.401, 21.402, 21.404, and 21.406, concerning the
Texas College Work-Study Program, without changes to the pro-
posed text as published in the February 24, 2006, issue of the
Texas Register (31 TexReg 1159).
Specically, the amendments to §§21.401, 21.402, and 21.404
broaden the scope of the mentorship program to include both
tutors and persons who are employed to help students on
academic probation adjust to college life. The amendment
to §21.401 deletes the word "academic," as mentoring is not
restricted to academic tutoring. The amendment to §21.402
changes the denition of "mentor" to include more than aca-
demic tutoring. The amendment to §21.404 claries that
students employed in a mentorship program must meet the
institution’s standards for employment as a mentor rather than
a tutor. The amendment to §21.406 states that institutions
eligible to receive federal Title V funds are also exempted from
the requirement to provide 25 percent of an employed student’s
wages.
No comments were received regarding the amendments.
The amendments are adopted under the Texas Education Code,
§56.077, which provides the Coordinating Board with the author-
ity to adopt any rules necessary to administer Texas Education
Code, §§56.071 - 56.079.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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CHAPTER 22. GRANT AND SCHOLARSHIP
PROGRAMS
SUBCHAPTER P. EXEMPTION PROGRAM
FOR CLINICAL PRECEPTORS AND THEIR
CHILDREN
19 TAC §§22.304, 22.306, 22.307
The Texas Higher Education Coordinating Board adopts amend-
ments to §§22.304, 22.306 and 22.307, concerning the Exemp-
tion Program for Clinical Preceptors and their Children, without
changes to the proposed text as published in the February 24,
2006, issue of the Texas Register (31 TexReg 1160).
Specically, the amendment to §22.304 claries that the value
of the exemption for all recipients is tuition, up to $500 per term.
The amendments to §22.306 clarify that the eligibility restrictions
apply only to the children of preceptors and add the restriction
given in Texas Education Code §54.222(c) that they must be en-
rolled as undergraduate students. The amendment to §22.307
claries that limitations on eligibility, as described in Texas Edu-
cation Code §54.222(e), apply only to the children of preceptors.
No comments were received regarding the amendments.
The amendments are adopted under the Texas Education Code,
§54.222(g), which provides the Coordinating Board with the au-
thority to adopt any rules necessary to administer Texas Educa-
tion Code, §54.222.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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TITLE 22. EXAMINING BOARDS
PART 11. BOARD OF NURSE
EXAMINERS
CHAPTER 217. LICENSURE, PEER
ASSISTANCE AND PRACTICE
22 TAC §217.16
The Board of Nurse Examiners adopts amendments with
changes to 22 TAC §217.16 pertaining to Licensure, Peer
Assistance and Practice. Section 217.16 specically addresses
the minor incident rule contained in Texas Occupations Code
§301.419 and addressed in §301.401. The proposed rule
was published in the February 17, 2006, issue of the Texas
Register (31 TexReg 965). Editorial changes were implemented
in §217.16(d)(2)(A) and (C) by changing the word "behavior" to
"practice" to make the language consistent with other subsec-
tions of the rule.
The Board believes that the adopted revision to the Minor Inci-
dent Rule, 22 TAC §217.16, will serve to clarify what constitutes
a "minor incident" in nursing practice, as well as incidents that
the Board would not consider to be a minor incident in any cir-
cumstance. In alignment with national patient safety initiatives,
the adopted rule encourages a culture of non-punitive reporting
and remediation of the nurse as initial corrective actions.
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Four comments were received in response to the publication of
the proposed rule language. Two comments were received from
individuals with suggested language changes, and comments in
support of the proposed rule revisions were received from Texas
Nurses Association and an individual.
Comment: One comment expressed concern for a shift away
from the individual nurse’s accountability to the emphasis placed
on the infrastructure of the "system." The accountability of the
system, nursing management, thus the chain of command will
need to be explicit. She recommends a "greater emphasis on the
authority administrative/managerial structure and explicit non-
compliance issues on CNO, manager and chain of command."
Further concerns were expressed that, though she feels this clar-
ication is needed, this may add to the already existing workload
for nursing management. The resulting effect of increasing the
reporting threshold from 3 to 5 minor incidents in a 12 month time
period may be a delay in the necessary remediation.
Response: While the Board agrees with the comment in part that
a greater emphasis should be given to the nursing manager’s
and nursing supervisor’s role in the evaluation, tracking, docu-
menting and remediation of the nurse involving a minor incident,
the Board believes additional consensus building is needed to
determine the most appropriate way to express the responsibil-
ity of the CNO and nurse manager. The Board agrees that the
nurse manager’s responsibility under current §217.12(2) should
be emphasized in the Interpretive Guideline for §217.16.
The Board appreciates the concern for possible delay in re-
mediation of a nurse should a nurse manager remain focused
merely on numbers (5 vs. 3) of minor incidents rather than
the "bigger picture" of identifying remediation needs at any
point in the nurse’s practice. The Board does not agree that
this would impose an increased workload on nurse managers,
who have been and continue to be required to take appropriate
action to assure client safety in making assignments to nurses
for whom the nurse manager is administratively responsible
(§217.11(1)(B) and (S)).
Comment: To make the peer review process fair and equitable
in §217.16(g)(2), the members of the informal workgroup should
not be members of the peer review committee. This assures an
impartial group reviewing the incident.
Response: The Board appreciates this recommendation; how-
ever, requiring the informal workgroup to be a separate entity
from the peer review committee may not always be possible,
particularly in smaller institutions and facilities. There may not
be enough employees to staff the informal workgroup differently
from the peer review committee. In addition, it may be bene-
cial in certain instances for the informal workgroup to consist of
nurses from a specialty practice area who have integral working
knowledge of the nursing standards specic to the practice set-
ting. Conversely, there may be instances where utilizing nurses
from the same specialty unit could jeopardize the impartiality of
the peer review process, rather than enhancing it.
In short, the Board believes adding this requirement to the rule
would make it unnecessarily prescriptive and might be detrimen-
tal in some settings. Therefore, the Board believes the member-
ship of the informal workgroup and the peer review committee
is an issue that is best left up to the individual policies and pro-
cedures concerning minor incidents for each facility. The Board
does believe additional explanation of the membership options of
the informal workgroup in the Interpretive Guideline for §217.16
would provide clarication for nurse managers and employers.
The amendments are adopted pursuant to the authority of Texas
Occupations Code, §301.151 which authorizes the Board of
Nurse Examiners to adopt, enforce, and repeal rules consistent
with its legislative authority under the Nursing Practice Act.
§217.16. Minor Incidents.
(a) Purpose. The Board believes protection of the public is not
enhanced by the reporting of every minor incident that may be a viola-
tion of the Texas Nursing Practice Act. This is particularly true when
there are mechanisms in place in the nurse’s practice setting to identify
nursing errors, detect patterns of practice, and take corrective action to
remediate decits in a nurse’s judgment, knowledge, training, or skill.
This rule is intended to clarify what constitutes a minor incident and
when a minor incident need not be reported to the board.
(b) Denition and Scope. A "minor incident" is dened by
Texas Occupations Code §301.419(a) as "conduct that does not indicate
that the continuing practice of nursing by an affected nurse poses a risk
of harm to the client or other person."
(c) Exclusions. The following conduct shall not be deemed a
minor incident under any circumstance:
(1) An error that contributed to a patient’s death or serious
harm.
(2) Criminal Conduct dened in Texas Occupations Code
§301.4535.
(3) A serious violation of the board’s Unprofessional Con-
duct Rule (22 TAC §217.12) involving intentional or unethical conduct
such as fraud, theft, patient abuse or patient exploitation.
(d) Criteria for Determining if Minor Incident is Board-Re-
portable.
(1) A nurse involved in a minor incident need not be re-
ported to the Board unless the conduct:
(A) creates a signicant risk of physical, emotional or
nancial harm to the client;
(B) indicates the nurse lacks a conscientious approach
to or accountability for his/her practice;
(C) indicates the nurse lacks the knowledge and com-
petencies to make appropriate clinical judgments and such knowledge
and competencies cannot be easily remediated; or
(D) indicates a pattern of multiple minor incidents
demonstrating that the nurse’s continued practice would pose a risk of
harm to clients or others.
(2) Evaluation of Multiple Incidents.
(A) Evaluation of Conduct. In evaluating whether mul-
tiple incidents constitute grounds for reporting it is the responsibility of
the nurse manager or supervisor or peer review committee to determine
if the minor incidents indicate a pattern of practice that demonstrates
the nurse’s continued practice poses a risk and should be reported.
(B) Evaluation of Multiple Incidents. In practice set-
tings with nursing peer review, the nurse shall be reported to peer re-
view if a nurse commits ve minor incidents within a 12-month period.
In practice settings with no nursing peer review, the nurse who com-
mits ve minor incidents within a 12 month period shall be reported to
the Board.
(C) Nurse Manager and Nurse Supervisor Responsibil-
ities. Regardless of the time frame or number of minor incidents, if
a nurse manager or supervisor believes the minor incidents indicate a
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pattern of practice that poses a risk of harm, the nurse should be re-
ported to the Board or Peer Review Committee.
(e) Special Considerations in Evaluating Incidents. In evalu-
ating whether a nurse’s conduct constitutes a minor incident or should
be reported to the Board, the following should be considered:
(1) If an incident is primarily the result of factors beyond
the nurse’s control and addressing those factors is more likely to pre-
vent the incident from reoccurring, a presumption should exist that the
incident is a non-reportable minor incident.
(2) Multiple factors may contribute to medication errors.
For the purposes of this rule, a medication error should be evaluated to
determine whether the error resulted from failure of the nurse to exer-
cise proper clinical judgment or if there were other extraneous factors
that were the primary cause of the error. Board Position Statement
15.17 provides guidelines for evaluating medication errors.
(f) Documentation of Minor Incidents. A minor incident
should be documented as follows:
(1) a report shall be prepared and maintained for 12 months
that contains a complete description of the incident, patient record num-
ber, witnesses, nurse involved and the action taken to correct or remedy
the problem;
(2) if a medication error is attributable or assigned to the
nurse as a minor incident, the record of that incident should indicate
why the error is being attributed or assigned to the nurse.
(g) Nursing Peer Review Committee.
(1) A peer review committee receiving a report involving a
minor incident or incidents shall review the incident(s) and other con-
duct of the nurse during the previous 12 months to determine if the
nurse’s continuing to practice poses a risk of harm to clients or other
persons and whether remediation would be reasonably expected to ad-
equately mitigate such risk if it exists. The committee shall consider
the special considerations set out in subsection (d) of this section.
(2) Regardless of the number of incidents, the facility may
choose to initiate an informal review process utilizing a workgroup of
the nursing peer review committee. Peer review of minor incidents un-
der this Rule may be conducted by a special workgroup of the nursing
peer review committee. The workgroup may conduct its review using
an informal process as long as the nurse has opportunity to meet with
the workgroup and provided the nurse is given an opportunity to be
peer reviewed in accordance with §217.19 of this title (relating to In-
cident-Based Nursing Peer Review) prior to any report being made to
the Board.
(3) If the peer review committee determines either that the
nurse’s continuing to practice does not pose a risk of harm to clients
or other persons or that remediation could reasonably be expected to
adequately mitigate any such risk, the committee need not report the
nurse to the Board provided any remediation is successfully completed.
(h) A Right to Report. Nurses and other persons are encour-
aged not to report minor incidents to the Board unless required to do
so by this rule, but nothing in this rule is intended to prevent reporting
of a potential violation directly to the Board.
(i) Bad Faith Determination. Intentionally misclassifying an
incident in bad faith to avoid reporting may result in violation of the
mandatory reporting statute.
(j) Chief Nursing Ofcer’s Responsibility. The chief nursing
ofcer shall be responsible for taking reasonable steps to assure that
minor incidents are handled in compliance with this rule.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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TITLE 25. HEALTH SERVICES
PART 1. DEPARTMENT OF STATE
HEALTH SERVICES




The Executive Commissioner of the Health and Human Services
Commission (commission), on behalf of the Department of State
Health Services (department), adopts an amendment to §1.171,
concerning procedures and policies of the Department of State
Health Services relating to historically underutilized businesses
(HUBs), without changes to the proposed text as published in
the January 13, 2006, issue of the Texas Register (31 TexReg
265) and, therefore, the section will not be republished.
BACKGROUND AND PURPOSE
The amendment is necessary to ensure that the rule is current
and reects the recent consolidation of health and human service
agencies.
Government Code, §2001.039, requires that each state agency
review and consider for readoption each rule adopted by that
agency pursuant to Government Code, Chapter 2001 (Adminis-
trative Procedure Act). Section 1.171 has been reviewed, and
the department has determined that reasons for adopting the
section continue to exist because a rule on this subject is re-
quired by the Government Code, §2161.003.
SECTION-BY-SECTION SUMMARY
The agency’s name is changed from the "Texas Department of
Health" to the "Department of State Health Services." The ref-
erence to the rules of the General Services Commission is up-
dated to reect the current name, the "Texas Building and Pro-
curement Commission (TBPC)." Finally, TBPC adopted one ad-
ditional rule, and the Texas Administrative Code (TAC) reference
is changed to include all rules currently adopted by TBPC regard-
ing the HUB program.
COMMENTS
The department, on behalf of the commission, did not receive
any comments regarding the proposed rule during the comment
period.
LEGAL CERTIFICATION
ADOPTED RULES May 12, 2006 31 TexReg 3875
The Department of State Health Services General Counsel,
Cathy Campbell, certies that the rule, as adopted, has been
reviewed by legal counsel and found to be a valid exercise of
the agencies’ legal authority.
STATUTORY AUTHORITY
The amendment is authorized by the Government Code,
§531.0055, and Health and Safety Code, §1001.075, which
authorize the Executive Commissioner of the Health and Human
Services Commission to adopt rules and policies necessary
for operation and provision of health and human services by
the department and for the administration of Health and Safety
Code, Chapter 1001.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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CHAPTER 159. TERTIARY MEDICAL CARE
25 TAC §159.1
The Executive Commissioner of the Health and Human Services
Commission (commission), on behalf of the Department of State
Health Services (department), adopts the repeal of §159.1, con-
cerning the reimbursement of Tertiary Care Facilities and Level
IV Trauma Facilities, without changes to the proposal as pub-
lished in the January 13, 2006, issue of the Texas Register (31
TexReg 266) and, therefore, the section will not be republished.
BACKGROUND AND PURPOSE
The repeal is necessary because the reimbursement program
was not funded by the Texas Legislature for scal years 2004-
2005 or scal years 2006-2007. Repeal of this section will align
the department’s rules more accurately with the General Appro-
priations Act (GAA).
SECTION-BY-SECTION SUMMARY
The adoption of §159.1 aligns the department’s rules with the
GAA now that there is no funding for the program. By not funding
that program, it can no longer provide reimbursement and a rule
governing that program is unnecessary.
COMMENTS
The department, on behalf of the commission, did not receive
any comments regarding the proposed rule during the comment
period.
LEGAL CERTIFICATION
The Department of State Health Services General Counsel,
Cathy Campbell, certies that the rule, as adopted, has been
reviewed by legal counsel and found to be a valid exercise of
the agencies’ legal authority.
STATUTORY AUTHORITY
The repeal is authorized by the Government Code, §531.0055,
and Health and Safety Code, §1001.075, which authorize the Ex-
ecutive Commissioner of the Health and Human Services Com-
mission to adopt rules and policies necessary for operation and
provision of health and human services by the department and
for the administration of Health and Safety Code, Chapter 1001.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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CHAPTER 460. MISCELLANEOUS
The Executive Commissioner of the Health and Human Services
Commission (commission), on behalf of the Department of State
Health Services (department), adopts the repeal of §§460.201
- 460.204 and 460.211, concerning procedures and policies of
the Texas Health Care Information Council (council), without
changes to the proposed text as published in the January
13, 2006, issue of the Texas Register (31 TexReg 273) and,
therefore, the sections will not be republished.
BACKGROUND AND PURPOSE
The council was abolished by Acts 2003, 78th Legislature, Reg-
ular Session, Chapter 198 (House Bill 2292), §1.26. All rules of
the council were transferred to the department under House Bill
2292, §1.19 on September 1, 2004. Repeal of these sections is
necessary to align the department’s rules more accurately with
the recent consolidation of health and human service agencies.
The department has other rules relating to donors and donations
at Title 25, Texas Administrative Code (TAC), §§1.221 - 1.228,
and to historically underutilized businesses (HUBs) at Title 25,
TAC, §1.171. The department also has policies and procedures
on donations and HUBs. These sections are not necessary be-
cause the issues are addressed in these other rules, policies,
and procedures.
SECTION-BY-SECTION SUMMARY
The repeal of §§460.201 - 460.204 and 460.211 is necessary
to prevent duplication and redundancy between the rules trans-
ferred from the council and other rules, policies, and procedures
of the department on these subjects.
COMMENTS
The department, on behalf of the commission, did not receive
any comments regarding the proposed rules during the comment
period.
LEGAL CERTIFICATION
The Department of State Health Services General Counsel,
Cathy Campbell, certies that the rules, as adopted, have been
reviewed by legal counsel and found to be a valid exercise of
the agencies’ legal authority.
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SUBCHAPTER D. RULES AND PROCEDURES
FOR COUNCIL OFFICERS, COUNCIL
EMPLOYEES, DONORS AND DONATIONS
25 TAC §§460.201 - 460.204
STATUTORY AUTHORITY
The repeals are authorized by Government Code, §531.0055;
and Health and Safety Code, §1001.075, which authorize the Ex-
ecutive Commissioner of the Health and Human Services Com-
mission to adopt rules and policies necessary for the operation
and provision of health and human services by the department
and for the administration of Health and Safety Code Chapter
1001.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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The repeal is authorized by Government Code, §531.0055; and
Health and Safety Code, §1001.075, which authorize the Execu-
tive Commissioner of the Health and Human Services Commis-
sion to adopt rules and policies necessary for the operation and
provision of health and human services by the department and
for the administration of Health and Safety Code, Chapter 1001.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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TITLE 30. ENVIRONMENTAL QUALITY
PART 1. TEXAS COMMISSION ON
ENVIRONMENTAL QUALITY
CHAPTER 114. CONTROL OF AIR
POLLUTION FROM MOTOR VEHICLES
The Texas Commission on Environmental Quality (TCEQ or
commission) adopts the repeal of §§114.3, 114.150, 114.151,
and 114.153 - 114.157 without changes as published in the
November 25, 2005, issue of the Texas Register (30 TexReg
7824).
The commission will submit to the United States Environmental
Protection Agency (EPA) revisions to the state implementation
plan (SIP) addressing the repeal of these rules.
BACKGROUND AND SUMMARY OF THE FACTUAL BASIS
FOR THE ADOPTED RULES
The Federal Clean Air Act Amendments of 1990 (FCAA),
§182(c)(4), required states to either adopt the Federal Clean
Fuel Fleet (FCFF) Program outlined in FCAA, §246, or im-
plement a program that demonstrates long-term reductions
in ozone-producing and toxic air emissions equal to those
achieved under the FCFF Program.
The FCFF Program requires federal, state, and local govern-
ments, and private eets to purchase low emission vehicles
(LEVs) in areas classied by the EPA as being in serious,
severe, or extreme nonattainment of the national ambient air
quality standards (NAAQS) for ozone and carbon monoxide
(CO). The federal program mandates increasing percentages of
LEV purchases by the affected eets in the covered nonattain-
ment areas in vehicle model years 1999, 2000, and 2001.
The State of Texas, in a committal SIP revision submitted to the
EPA on November 15, 1992, opted out of the FCFF Program in
order to implement a eet emission control program designed by
the state.
In 1994, the commission submitted the state’s opt-out program
in a SIP revision to the EPA and adopted rules to implement
the Texas Alternative Fuel Fleet Program as a substitute to the
FCFF Program in the areas of Texas classied by EPA as being
in serious, severe, or extreme nonattainment of the NAAQS for
ozone or CO.
In 1995, the 74th Legislature modied the state’s alternative fu-
els program through the passage of Senate Bill (SB) 200. The
legislature facilitated fuel neutrality through the incorporation of
the federal LEV standards for certain affected eets regardless
of fuel type. The legislation required the commission to adopt
regulations to implement the program in all ozone nonattainment
areas.
In response, the commission adopted regulations to implement
the modied program and developed a revision to the SIP outlin-
ing the state’s substitute program to the FCFF Program. How-
ever, the 75th Legislature met in 1997 and removed the com-
mission’s authority to require the program in moderate nonattain-
ment areas through passage of SB 681. This new legislation lim-
ited the commission’s authority to the serious and above ozone
nonattainment areas. In addition, SB 681 modied the state’s
alternative fuels program. The legislature retained the basic re-
quirement of LEV purchases, but modied the implementation
schedule, added an additional exception from the program, and
altered the grandfathering provisions of the statute. This new
legislation required the commission to adopt regulations to im-
plement the program.
On December 16, 1997, the EPA nalized federal regulations
for the National Low Emission Vehicle (NLEV) Program. The
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NLEV Program was developed to allow manufacturers to com-
mit to meet tailpipe standards for cars and light-duty trucks that
were more stringent than the EPA could mandate prior to 2004.
The EPA made a nal determination on implementation of NLEV
on March 2, 1998. With the NLEV Program successfully im-
plemented nationally, the commission was able to use emission
reductions achieved through the NLEV Program to offset any
shortfall in emission reductions resulting from the state’s substi-
tute for the FCFF Program.
On July 29, 1998, the commission adopted regulations and a
revision of the Texas Clean Fleet (TCF) SIP to set forth the
LEV requirements for mass transit eets in each of the serious
and above nonattainment areas, and for local government and
private eets operated primarily within the serious and above
nonattainment areas. These rules satised the state require-
ments to adopt rules to implement SB 681.
On February 10, 2000, the EPA nalized federal regulations for
the Tier II emission standards for all passenger vehicles, includ-
ing sport utility vehicles (SUVs), minivans, vans, and light-duty
trucks that were 77% - 95% cleaner than the current emission
standards. The new emission standards set a corporate aver-
age standard for nitrogen oxides of 0.07 grams per mile for all
classes of passenger vehicles beginning in 2004. This includes
all light-duty trucks, as well as the largest SUVs. Vehicles weigh-
ing less than 6,000 pounds will be phased-in to this standard be-
tween 2004 and 2007. Later that same year on October 6, 2000,
the EPA nalized federal regulations for emission standards for
model year 2004 and newer heavy-duty diesel engines (HDDE)
and vehicles that were equivalent to the ultra low emission vehi-
cle (ULEV) standards under the FCFF Program.
In June 2005, the state statutes requiring the commission to
establish and implement LEV requirements for mass transit
eets and for private and local government eets (i.e., the TCF
Program) as codied in Texas Health and Safety Code (THSC),
Chapter 382, Subchapter F, were repealed by SB 1032 by the
79th Legislature, 2005. The commission’s rules in §§114.3,
114.150, 114.151, and 114.153 - 114.157 implementing these
statutes required mass transit authorities, private companies,
and local government eets in the Houston-Galveston-Brazoria
(HGB), Dallas-Fort Worth (DFW), and El Paso ozone nonattain-
ment areas to ensure that a specied percentage of their new
eet vehicle purchases were vehicles that had been certied by
the EPA to the federal LEV standards.
The commission recommended that the Texas Legislature re-
peal these enabling statutes because the LEV standards have
been superseded by the cleaner federal Tier II emission stan-
dards that were promulgated in February 2000 and the federal
2004 heavy-duty engine emission standards that were promul-
gated in October 2000. As a result of these new emission stan-
dards, requiring eets to comply with a mandatory LEV percent-
of-purchase requirement is no longer an effective method to re-
duce emissions from eet vehicles. In addition, the continued
implementation of a mandatory vehicle purchase program is di-
minished due to programs such as the Texas Emissions Reduc-
tion Plan (TERP), the commission’s Emissions Reduction Incen-
tive Grants Program, Clean Cities, Congestion Mitigation and Air
Quality (CMAQ) Improvement Program, and EPA fund programs
that provide nancial incentives to private, local government (in-
cluding school districts), and mass transit eets to voluntarily
purchase the cleanest vehicles possible that meet their opera-
tional needs.
The adopted repeal of these rules has no impact on the emis-
sions from eets since new eet vehicles are being certied by
the EPA to either the federal Tier II emission standards or the fed-
eral 2004 heavy-duty engine emission standards, both of which
are cleaner than the federal LEV standards currently required
under these rules. In addition, the repeal removes an adminis-
trative burden since the affected eets will no longer be required
to submit biennial eet compliance reports to the commission.
In conjunction with the adopted repeal of these rules, the com-
mission has revised the SIP to remove the TCF Program as
an ozone control strategy since the federal emission standards
for model year 2004 and later light-duty and heavy-duty motor
vehicles are more stringent than those required by the FCFF
Program as outlined in the FCAA. The federal emission stan-
dards for HDDE in model years 2004 - 2006 are equivalent to
the heavy-duty ULEV standards under the FCFF Program and
the federal standards for HDDE in model years 2007 and later
are approximately 90% cleaner than ULEV. The emission reduc-
tions achieved by the Tier II and HDDE standards far surpass
the emission reductions that would be expected from implemen-
tation of the TCF Program in any of the state’s ozone nonattain-
ment areas.
SECTION BY SECTION DISCUSSION
This rulemaking action repeals §114.3 in Subchapter A and
§§114.150, 114.151, and 114.153 - 114.157, Subchapter E, in
its entirety, in accordance with the directive indicated by SB
1032 by the 79th Legislature.
FINAL REGULATORY IMPACT ANALYSIS DETERMINATION
The commission reviewed the repeals in light of the regulatory
analysis requirements of Texas Government Code, §2001.0225,
and determined that the repeals do not meet the denition of
a "major environmental rule." Under Texas Government Code,
§2001.0225, "major environmental rule" means a rule the spe-
cic intent of which is to protect the environment or reduce risks
to human health from environmental exposure, and that may ad-
versely affect in a material way the economy, a sector of the
economy, productivity, competition, jobs, the environment, or the
public health and safety of the state or a sector of the state.
The adopted repeal eliminates commission rules that require
mass transit authorities, private companies, and local govern-
ment eets in the HGB, DFW, and El Paso ozone nonattainment
areas to ensure that a specied percentage of their new eet
vehicle purchases are vehicles certied by the EPA as LEVs un-
der the federal LEV standards. The adopted action is a rules re-
peal, and it is not specically intended to protect the environment
or reduce risks to human health from environmental exposure.
The TCF Program regulated a sector of the economy. Repeal of
the program is unlikely to adversely affect in a material way the
economy, a sector of the economy, productivity, competition, or
jobs. Under TERP, the commission’s Emissions Reduction In-
centive Grants Program provides nancial incentives to private,
local government (including school districts), and mass transit
eets to voluntarily purchase the cleanest vehicles possible that
meet their operational needs. This means that the repeal is also
unlikely to adversely affect in a material way the environment or
public health and safety. Because the repeal does not adversely
affect in a material way the economy, a sector of the economy,
productivity, competition, jobs, the environment, or the public
health and safety of the state or a sector of the state, the adopted
repeal does not t the Texas Government Code, §2001.0225,
denition of "major environmental rule."
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Under Texas Government Code, §2001.0225, only a major en-
vironmental rule requires a regulatory impact analysis. Because
the adopted repeals do not constitute a major environmental rule,
a regulatory impact analysis is not required.
TAKINGS IMPACT ASSESSMENT
Under Texas Government Code, §2007.002(5), "taking" means:
1) a governmental action that affects private real property, in
whole or in part or temporarily or permanently, in a manner that
requires the governmental entity to compensate the private real
property owner as provided by the Fifth and Fourteenth Amend-
ments to the United States Constitution or §17 or §19, Article I,
Texas Constitution; or 2) a governmental action that affects an
owner’s private real property that is the subject of the govern-
mental action, in whole or in part or temporarily or permanently,
in a manner that restricts or limits the owner’s right to the prop-
erty that would otherwise exist in the absence of the governmen-
tal action; and is the producing cause of a reduction of at least
25% in the market value of the affected private real property, de-
termined by comparing the market value of the property as if the
governmental action is not in effect and the market value of the
property determined as if the governmental action is in effect.
The commission completed a taking impact analysis for the re-
peal. The adopted repeal of the rules does not affect private
real property in a manner that requires compensation to private
real property owners under the United States Constitution or the
Texas Constitution. The repeals also do not affect private real
property in a manner that restricts or limits an owner’s right to the
property that would otherwise exist in the absence of the govern-
mental action. Therefore, the adopted repeal does not cause a
taking under Texas Government Code, Chapter 2007.
CONSISTENCY WITH THE COASTAL MANAGEMENT PRO-
GRAM
The commission determined that the adopted repeal relates to
an action or actions subject to the Texas Coastal Management
Program (CMP) in accordance with the Coastal Coordination Act
of 1991, as amended (Texas Natural Resources Code, §§33.201
et seq.), and the commission rules in 30 TAC Chapter 281, Sub-
chapter B, concerning Consistency with the Texas Coastal Man-
agement Program. As required by 30 TAC §281.45(a)(3) and 31
TAC §505.11(b)(2), relating to actions and rules subject to the
CMP, commission rules governing air pollutant emissions must
be consistent with the applicable goals and policies of the CMP.
The commission reviewed this action for consistency with the
CMP goals and policies in accordance with the regulations of
the Coastal Coordination Council and determined that the re-
peal is consistent with the applicable CMP goal expressed in 31
TAC §501.12(1) of protecting and preserving the quality and val-
ues of coastal natural resource areas, and the policy in 31 TAC
§501.14(q), which requires that the commission protect air qual-
ity in coastal areas. The rulemaking action and SIP revision en-
sures that the repeal complies with 40 Code of Federal Regula-
tions (CFR) Part 50, National Primary and Secondary Air Quality
Standards, and 40 CFR Part 51, Requirements for Preparation,
Adoption, and Submittal of Implementation Plans. This rulemak-
ing action is consistent with CMP goals and policies, in compli-
ance with 31 TAC §505.22(e).
EFFECT ON SITES SUBJECT TO THE FEDERAL OPERATING
PERMITS PROGRAM
Chapter 114 is an applicable requirement under 30 TAC Chap-
ter 122, Federal Operating Permits Program; therefore, own-
ers or operators subject to the federal operating permit program
must, consistent with the revision process in Chapter 122, revise
their operating permit to include the revised Chapter 114 require-
ments at their sites affected by the revisions to Chapter 114.
PUBLIC COMMENT
A public hearing on this rulemaking proposal was held in Austin,
Texas, on January 10, 2006, at 10:00 a.m. in Building E, Room
201S, at the Texas Commission on Environmental Quality com-
plex located at 12100 Park 35 Circle, but no oral comments were
received. The public comment period closed at 5:00 p.m. on
January 17, 2006. Written comments were submitted by the
Houston Regional Group of Sierra Clubs (Sierra Club-Houston)
and EPA. Sierra Club-Houston and EPA did not indicate whether
they were for or against the adoption of the rule but provided spe-
cic comments on the rule.
RESPONSE TO COMMENTS
Sierra Club-Houston commented that the commission’s constant
changes to the Low Emission Vehicle Fleet requirements have
resulted in economic and operational inefciencies, higher costs
for businesses and consumers, disillusionment with the law, and
temporary or nonexistent reductions in air pollutants from motor
vehicle eets. Sierra Club-Houston commented that although
these proposed repeals are predicated by Texas Legislature,
the commission should look at its control strategies to determine
whether the strategies will be needed in the long term or are just
short-term stop-gap efforts.
The commission has made every effort to balance the effective-
ness of the Texas Clean Fleet (TCF) program with the devel-
opment of cleaner vehicles. As emissions standards for vehi-
cles and engines have improved and become as stringent or
more stringent than the TCF program, the commission has rec-
ognized the need for consistency and clarity with the Clean Fuel
Fleet (CFF) requirements. At its inception, the TCF program was
the state’s substitute for the federal Clean Fuel Fleet program,
and was developed to provide greater long-term emissions re-
ductions through participation by private and government enti-
ties. With the development of cleaner running vehicles through
the Tier II and heavy-duty diesel engines (HDDE) standards re-
quirements, these same participating entities are continuing to
provide for long-term emissions reductions by purchasing and
replenishing their eets with these cleaner vehicles. The com-
mission did not revise the rule in response to this comment.
EPA commented that although they do not oppose the repeal of
the Texas Clean Fleet program, they do take issue with the sub-
stitute measures that are proposed to be used in its place. EPA
commented that, as allowed by §182(c)(4)(B) of the 1990 Clean
Air Act, the State of Texas could substitute its TCF program with
any program that results in as much or greater long-term emis-
sions reductions as the federal Clean Fuel Fleet program. How-
ever, EPA further commented that Tier II or heavy-duty diesel
engines (HDDE) standards programs could not be used as sub-
stitute programs. EPA commented that only certain vehicles and
engines certied to current Part 86 emissions standards are ei-
ther as stringent or more stringent than federal CFF emissions
standards, and that it would be premature to assert that either
Tier II or HDDE standards have superseded the CFF standards.
EPA recommended that a demonstration be provided to show
what federal CFF credits need to be substituted by the state rule
credits that are beyond reasonably available control technology
(RACT) to fulll this requirement.
The commission appreciates the comment and EPA’s concern
related to the substitute measures to be used in place of the TCF
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program. As stated in the comments, §182(c)(4)(B) of the 1990
Clean Air Act permits a state to submit a revision to the state
implementation plan which "will achieve long-term reductions in
ozone-producing and toxic air emissions equal to those achieved
under part C of subchapter II of this chapter, or the percentage
thereof attributable to the portion of the clean-fuel vehicle pro-
gram for which the revision is to substitute." (emphasis added)
Through this rulemaking, the TCEQ is repealing its Clean Fleet
Program. As described more fully in the following paragraph,
this revision will result in emission reductions in at least equal
amounts to those achieved prior to the repeal of the TCF pro-
gram.
The August 1998 Clean Fuel Fleet Program Implementation
Guidance (EPA420-R-98-011) states that "Clean-Fuel Fleet
light duty standards are the same as for Low Emission Vehicles
(LEVs). . . ." With the advent of the National Low Emission
Vehicle (NLEV) program beginning in the 2001 model year,
the majority of the light-duty vehicles purchased around the
country met LEV or better requirements. Therefore, if subject
eets were going to purchase "LEV-or-better" vehicles anyway,
the CFF requirements were redundant for most light-duty pur-
chases beginning with the 2001 model year. Certainly, there
were exceptions to this, but the phase-in of the Tier 2 standards
from the 2004 - 2007 model years make the CFF requirements
redundant for all subject vehicles.
The primary benets of the TCF program are the result of subject
eets having purchased "LEV-or-better" vehicles in the 1999 and
2000 model years, prior to introduction of the NLEV program.
Without the TCF program, these subject eets would have pur-
chased higher emitting Tier 1 vehicles.
The TCEQ is simply proposing to repeal the redundant "LEV-or-
better" requirement for new vehicle purchases. In short, there
are no new additional benets to be gained from the TCF pro-
gram, but the current benets from existing TCF vehicles shall
remain.
Due to various factors, including existing vehicle emission re-
quirements, the TCF program does not currently provide for, or
result in reductions in ozone-producing and/or toxic air emis-
sions. The Texas Clean Fleet SIP dated July 29, 1998, listed total
volatile organic compounds (VOC) reductions of 4.937 tons per
day for Houston-Galveston-Brazoria, Dallas-Fort Worth, and El
Paso County combined. The VOC benets were not broken out
by area in this SIP or any other subsequent SIP. No Attainment
Demonstration SIP benet was ever claimed because no NO
x
benets were provided in the TCF SIP. One reason for not claim-
ing an Attainment Demonstration SIP benet is that the NLEV
program was initiated at the same time, thus introducing LEV ve-
hicles nationwide with the 2001 model year. Further, the TCEQ
submitted the following interpretation of results in the TCF SIP:
"The eet analysis presented in the Results section clearly in-
dicates that the state’s substitute program, when combined with
the reductions attributed to the NLEV program as shown in Table
F, or with the reductions attributed to the state controls on fugitive
emissions and VOC transfer operations as shown in Table G, will
result in signicant more emission reductions than the FCFF pro-
gram in all affected nonattainment areas in Texas when exam-
ined over the long term (10 years)." (Revisions to the State Im-
plementation Plan (SIP) for the Substitution of the Federal Clean
Fuel Fleets Program, July 29, 1998, Appendix B, Page 14). Con-
sequently, the repeal of this program results in reductions which
are equal to those achieved prior to the repeal. No additional
substitute emission reduction strategies are necessary in order
to fully satisfy the §182(c)(4)(B) statutory requirements.
Staff has determined that the Houston-Galveston-Brazoria
(HGB), Dallas-Fort Worth (DFW), and El Paso SIPs will not be
affected by the repeal because no reduction credits attributable
to the TCF program have been claimed or credited in attain-
ment demonstrations for these SIPs. Additionally, due to the
timing of the development of the Beaumont-Port Arthur (BPA)
Eight-Hour Ozone Attainment Demonstration SIP adopted by
the commission on September 28, 2005, the region did not
benet from the TCF program and is also not affected by this
repeal. As stated in the BPA SIP, LEV emissions standards
outlined in the FCAA and referenced in the TCF program were
surpassed by federal Tier 2 standards beginning with model
year 2004 vehicles making the TCF requirements redundant.
This occurred well before the development of the BPA SIP.
Reduction credits claimed in the BPA attainment demonstration
SIP were limited to those achieved through the NLEV program
to avoid the possibility of "double counting" credits.
The availability and purchase of NLEV and Tier 2 vehicles have
provided more reductions than the TCF program, thus making
these programs more accurately identiable as the most cur-
rent reasonably available control measures (RACM). Repealing
the TCF program, a program for which "zero" credits have been
accounted in SIP attainment demonstrations, does not interfere
with attainment and maintenance measures and does not con-
stitute a "backsliding" activity.
An analysis of the TCF program and the NLEV program is avail-
able on the TCEQ website at www.tceq.state.tx.us/implementa-
tion/air/sip/apr2006txled.html.
Additionally, the TCEQ points to emission-reducing control
strategies, not required under the Clean Air Act, which result in
emission reductions beyond those achieved through the TCF
program. Specically, reductions achieved through the state’s
rules in 30 TAC §§115.352 - 115.359 in Subchapter D, Division
3, Fugitive Emission Control in Petroleum Rening, Natural
Gas/Gasoline Processing, and Petrochemical Processes in
Ozone Nonattainment Areas, in conjunction with requirements
in §115.211(a)(1) in Subchapter C, Volatile Organic Compound
Transfer Operations, provide additional emission reductions
in furtherance of buttressing the repeal of the Clean Fleet
Program with substantive credits. These identied reductions
totaled more than 535.3 tons per day of VOC statewide. These
requirements, identied in the TCF SIP, continue to be effective
and provide reductions. Additionally, identied excess NO
x
emission reductions resulting from state mandated reduction
requirements placed on electric generating facilities (EGFs) by
the 76th Texas Legislature in Senate Bill 7 for the HGB and DFW
areas and identied as reductions used to make up any shortfall
between the TCF and the federal CFF programs continue to be
effective. The abundance of credits, beyond those necessary to
conform with the implementation of a substitute program, was
acknowledged by the EPA in its approval of the state’s Clean
Fleet Program. (See the February 7, 2001, issue of the Federal
Register (66 FR 9203)). Irrespective of the fact that the repeal
will not result in a loss of reductions, the use of these emissions
to cover any shortfall in the Texas Clean Fleet Program was
articulated in the state’s 1998 SIP revision for Federal Clean
Fuel Fleet substitute program. Such reductions not previously
claimed or credited in SIP attainment demonstrations, along
with reductions incurred as a result of the currently existing
NLEV and Tier 2 programs, should amply satisfy the concerns
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raised by the EPA in connection with the Clean Fleet Program
repeal. The commission does not consider the currently ex-
isting NLEV and Tier 2 programs as substitute measures for
the TCF program. Additionally, the Clean Cities, CMAQ, and
TERP programs provide funding for replacing older equipment
or vehicles with newer, cleaner vehicles or equipment. These
voluntary programs will continue to encourage turnover at a
more accelerated pace. The commission did not revise the rule




The repeal is adopted under Texas Water Code (TWC), §5.102,
concerning General Powers; §5.103, concerning Rules; and
§5.105, concerning General Policy, which provide the commis-
sion with the general powers to carry out its duties and authorize
the commission to adopt rules necessary to carry out its pow-
ers and duties under the TWC; and under THSC, §382.017,
concerning Rules, which authorizes the commission to adopt
rules consistent with the policy and purposes of THSC, Chapter
382 (also known as the Texas Clean Air Act). The repeal is
also adopted under THSC, §382.002, concerning Policy and
Purpose, which establishes the commission purpose to safe-
guard the state’s air resources, consistent with the protection of
public health, general welfare, and physical property; §382.011,
concerning General Powers and Duties, which authorizes the
commission to control the quality of the state’s air; §382.012,
concerning State Air Control Plan, which authorizes the com-
mission to prepare and develop a general, comprehensive plan
for the control of the state’s air; and §382.019, which authorizes
the commission to adopt rules to control and reduce emissions
from engines used to propel land vehicles. Specically, the
repeal is adopted to implement the legislative mandate under
SB 1032, 79th Legislature, 2005.
The adopted repeal implements THSC, §§382.002, 382.011,
382.012, and 382.019, and SB 1032, 79th Legislature, 2005.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602357
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Effective date: May 17, 2006
Proposal publication date: November 25, 2005
For further information, please call: (512) 239-0177
SUBCHAPTER E. LOW EMISSION VEHICLE
FLEET REQUIREMENTS
30 TAC §§114.150, 114.151, 114.153 - 114.157
STATUTORY AUTHORITY
The repeals are adopted under TWC, §5.102, concerning Gen-
eral Powers; §5.103, concerning Rules; and §5.105, concern-
ing General Policy, which provide the commission with the gen-
eral powers to carry out its duties and authorize the commission
to adopt rules necessary to carry out its powers and duties un-
der the TWC; and under THSC, §382.017, concerning Rules,
which authorizes the commission to adopt rules consistent with
the policy and purposes of THSC, Chapter 382 (also known as
the Texas Clean Air Act). The repeals are also adopted under
THSC, §382.002, concerning Policy and Purpose, which estab-
lishes the commission purpose to safeguard the state’s air re-
sources, consistent with the protection of public health, general
welfare, and physical property; §382.011, concerning General
Powers and Duties, which authorizes the commission to con-
trol the quality of the state’s air; §382.012, concerning State Air
Control Plan, which authorizes the commission to prepare and
develop a general, comprehensive plan for the control of the
state’s air; and §382.019, which authorizes the commission to
adopt rules to control and reduce emissions from engines used
to propel land vehicles. Specically, the repeals are adopted to
implement the legislative mandate under SB 1032, 79th Legis-
lature, 2005.
The adopted repeals implement THSC, §§382.002, 382.011,
382.012, and 382.019, and SB 1032, 79th Legislature, 2005.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602358
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Effective date: May 17, 2006
Proposal publication date: November 25, 2005
For further information, please call: (512) 239-0177
CHAPTER 114. CONTROL OF AIR
POLLUTION FROM MOTOR VEHICLES
The Texas Commission on Environmental Quality (TCEQ
or commission) adopts amendments to §§114.6, 114.312,
114.313, and 114.315 - 114.318. Sections 114.6, 114.313,
114.315, 114.316, and 114.318 are adopted with changes to the
proposed text as published in the December 16, 2005, issue
of the Texas Register (30 TexReg 8407). Sections 114.312
and 114.317 are adopted without changes and will not be
republished.
The amended sections as adopted will be submitted to the
United States Environmental Protection Agency (EPA) as revi-
sions to the state implementation plan (SIP).
BACKGROUND AND SUMMARY OF THE FACTUAL BASIS
FOR THE ADOPTED RULES
On March 9, 2005, the commission adopted revisions to the low
emission diesel fuel (LED) rules (§§114.312 - 114.319) and sub-
mitted them as a SIP revision to the EPA on March 23, 2005.
Subsequently, EPA raised concerns with certain provisions of
§114.315 that give the state unilateral authority to accept alter-
native methods of compliance. Specically, EPA stated that sub-
sections (b) and (c)(4)(C)(ii)(V) of §114.315 were problematic in
regard to EPA’s approval of the rule and SIP revision.
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On July 5, 2005, the TCEQ’s executive director (ED) wrote to
the EPA’s Region 6 director, Mayor Greene, requesting EPA ex-
clude certain provisions of §114.315 from its review of the SIP
submittal, and stating that the commission would address these
provisions in a future rulemaking. On August 10, 2005, the EPA
published a notice of proposed rulemaking in the Federal Reg-
ister (70 FR 46448), proposing to approve the revisions, exclud-
ing the provisions of §114.315 the ED requested. On October
6, 2005, the EPA published a nal rule in the Federal Regis-
ter (70 FR 58325) that approved the SIP revision submitted by
Texas, excluding the provisions of §114.315 the ED requested.
The commission is adopting in this rulemaking revisions to the
excluded provisions of §114.315(b) so that the ED consults EPA
before approving an alternative test method and, accordingly, re-
moves §114.315(c)(4)(C)(ii)(V).
These adopted rules also address issues raised by EPA re-
garding its consideration of alternative emission reduction plans
(AERPs) as allowed under §114.318. Under the previous rule,
the AERPs must be approved by both the ED and EPA. The ED
has approved 17 AERPs to date. The EPA determined that the
commission must submit the AERPs in the form of a SIP revi-
sion, requiring public review of each AERP. However, many of
the diesel fuel producers consider their AERPs to be condential
business information. Furthermore, the commission would be
required to submit a new SIP revision any time a producer
amended its AERP. In lieu of a SIP revision, this rulemaking
changes §114.318 to establish a method by which all AERPs
could be approved by the ED and EPA without a SIP revision.
The ED notied all holders of currently approved AERPs of
the commission’s intention to develop a protocol to facilitate
EPA approval of AERPs that may impact the approvability of
some strategies in these AERPs; however, the protocol will
continue to allow a majority of the strategies in these AERPs,
with some modications. Under this adoption, all currently
approved AERPs will expire December 31, 2006. Under the
adopted changes to §114.318, producers wishing to use an
AERP for compliance with the LED rules must submit an AERP
under the new protocol by no later than November 15, 2006,
to be approved before December 31, 2006. The commission
believes that a December 31, 2006, expiration date provides an
appropriate amount of time for producers to submit an AERP
that would be approvable under the new protocol.
On October 14, 2005, the commission held a stakeholder meet-
ing in Austin to solicit feedback on a draft protocol for state and
federal approval of AERPs. Comments received as a result of
this meeting were considered prior to the commission’s proposal
to revise the LED rules.
The LED amendments adopted on March 9, 2005, contained
changes that included section restructuring, which require revi-
sions to other sections of Subchapter H, Division 2 that were
not modied in that rulemaking in order to correct citation refer-
ences for consistency and accuracy. This adopted rulemaking
makes changes to §114.313, Designated Alternative Limits, and
§114.317, Exemptions to Low Emission Diesel Requirements, to
correct rule references.
The commission is also adopting changes to the testing re-
quirements for alternative diesel fuel formulations in §114.315.
These changes clarify test procedures consistent with proce-
dures and guidance approved by the EPA and the California Air
Resource Board (CARB) from which the LED rules were initially
patterned. The EPA requested the commission make these
changes to ensure consistent and accurate emission testing
results. The adopted changes also apply to the testing of diesel
fuel additive-based formulations.
SECTION BY SECTION DISCUSSION
Administrative changes are adopted throughout the rules to be
consistent with Texas Register requirements and agency guide-
lines.
The adopted changes to §114.6 amend the denition of additive
to clarify that substances added to gasoline or diesel that are
registered with the EPA or added for the purposes of reducing
exhaust emissions from motor vehicles or non-road equipment
and are exempted from the EPA registration requirements are
also considered to be additives under these rules. In addition,
the new denition of additive does not reference the exclusion of
an additive composed solely of carbon and/or hydrogen because
this exclusion is already provided under 40 Code of Federal Reg-
ulations (CFR) Part 79 as it relates to fuel additive registration re-
quirements. Also, the other adopted changes in §114.6 amend
the denitions of nal blend and LED for consistency relating to
the acronym for LED and the denition of gasoline for accuracy
in citing the reference to the American Society for Testing and
Materials (ASTM) standard.
The adopted changes to §114.312(f) remove volatile organic
compounds (VOCs) from the comparison requirements that
are needed for consistency with the proposed changes to
§114.315(c)(5) as described in the paragraph concerning
changes to §114.315. Diesel engines emit very little VOCs and
therefore, their contribution to total VOC emissions inventories
is very small as well. In addition, since test data from alternative
diesel fuel formulation approval testing has demonstrated that
VOC emissions from the engines being tested on both the
reference fuel and candidate fuels are signicantly below the
EPA’s emission certication standards for these test engines,
there is no additional benet in comparing VOC emissions when
determining whether an alternative formulation can achieve ox-
ides of nitrogen (NO
x
) emission reductions that are comparable
to those attributed to LED in the SIP.
The adopted changes to §114.313 amend references to other
sections of Subchapter H, Division 2, as needed for accuracy
and consistency. The commission also adopts amendments to
§114.313(a)(1) and (2) to change the word "shall" to "must" or
"may" to conform to the drafting rules in the Texas Legislative
Council Drafting Manual, November 2004.
The adopted changes to §114.315(a) specify the correlation
equation to be used with ASTM Test Method D5186 (Standard
Test Method for Determination of Aromatic Content and Polynu-
clear Aromatic Content of Diesel Fuels and Aviation Turbine
Fuels by Supercritical Fluid Chromatography) to convert the
supercritical uid chromatography (SFC) results in mass per-
cent to volume percent. The adopted changes to §114.315(b)
require the ED to consult with and obtain agreement of the
EPA before approving an alternative to the test methods listed
under §114.315(a) in response to EPA’s comments relating to
ED approval without EPA review.
The adopted changes to §114.315(c) amend the procedures and
testing requirements for alternative diesel fuel formulations to
clarify what information is required to be submitted as part of
the test protocol; specify that the sulfur content of the candi-
date fuel must not exceed 15 parts per million (ppm); clarify how
many hot start emission test cycles will be required for each hot
start only alternative test sequence; and remove the Alternative
5 test sequence in response to EPA’s comments relating to ED
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approval without EPA review. These adopted changes also re-
quire that the engine used for the testing have a minimum of
125 hours of use and exhibit stable operation before beginning
the testing and be within 110% of the applicable exhaust emis-
sion standards when tested on the reference fuel. This change
was needed to be consistent with the testing procedures and
guidance approved for EPA’s Environmental Technology Veri-
cation (ETV) Program. The adopted changes to §114.315(c)(5)
require that the NO
x
and particulate matter (PM) emissions of
the reference and candidate fuels be compared when determin-
ing whether an alternative diesel fuel formulation is comparable
or better than LED. This change was needed for consistency
with the CARB regulations for approving alternative diesel fuel
formulations since CARB-approved formulations are acceptable
under §114.312(e). In addition, these changes also require that
the average individual emissions of total hydrocarbons (THC)
and non-methane hydrocarbons (NMHC), respectively, recorded
during testing with the candidate fuel not exceed 110% of the test
engine’s applicable exhaust emission standards in order to pre-
vent unacceptable increases in VOC emissions. The adopted
changes to §114.315(c)(6) were needed for consistency with the
approval notication provisions in §114.315(d). The adopted
changes to §114.315(d) remove THC and NMHC from the com-
parison requirements for consistency with the adopted changes
to §114.315(c)(5). The adopted new §114.315(d)(3) allows the
approval of alternative diesel formulations that use the EPA’s
Unied Model to demonstrate that the applicable fuel proper-
ties of the formulation will achieve at least a 5.5% reduction in
NO
x
emissions from on-road diesel fuel for the year 2007, and at
least a 6.2% reduction in NO
x
emissions from non-road diesel.
The adopted new §114.315(d)(4) allows the approval of alter-
native diesel formulations that receive a verication from EPA’s
ETV Program’s Air Pollution Control Technologies Center and
the EPA’s Ofce of Transportation and Air Quality’s Voluntary
Diesel Retrot Program demonstrating at least a 5.78% reduc-
tion in NO
x
emissions when compared against a base diesel fuel
with fuel properties within the ranges as described for nationwide
average fuel in EPA’s Verication Protocol for Determination of
Emissions Reductions Obtained by Use of Alternative or Refor-
mulated Liquid Fuels, Fuel Additives, Fuel Emulsions, and Lubri-
cants for Highway and Nonroad Use Diesel Engines and Light
Duty Gasoline Engines and Vehicles (Revision No. 03, Septem-
ber 2003). These additions were needed to specify criteria that
may be used to demonstrate to the satisfaction of the ED and the
EPA that the formulation will achieve reductions in emissions of
NO
x
and PM that are comparable to or better than LED.
The commission requested comments on whether additional
"no-harm" testing should be required as part of the alternative
diesel fuel formulation approval process to provide assurance
that approved fuels and fuel additives are not harmful to the
mechanical operation of diesel engines and what test protocols
and/or test methods should be used if "no-harm" testing is
required. The commission appreciates the response to the
request for comment on this issue, however, as explained in the
PUBLIC COMMENT section of this preamble, the commission
does not agree that a no-harm testing requirement is a neces-
sary prerequisite for LED compliance.
The adopted changes to §114.316(b) clarify that only those
records relating to sampling require a statement declaring the
appropriate aromatic hydrocarbon content standard of the fuel.
The adopted changes to §114.316(e) correct the reference
citation for the federal code for the new federal on-highway
diesel fuel standards. The adopted changes to §114.316(k)
require producers who have AERPs approved under §114.318
to include information in their quarterly report that is required
to be collected in accordance with the sampling and testing
requirements of this subsection and to also include a reconcil-
iation of the quarter’s transactions relative to the requirements
of this section for the appropriate fuel components of the diesel
fuel that the projected emission reductions demonstrated in the
producer’s AERP were based upon.
The adopted changes to §114.317 amend references to other
sections of this division as needed for accuracy and consistency.
The adopted changes to §114.318 establish a protocol that
producers must follow when developing AERPs to ensure that
equivalent emission reductions are being achieved. These
adopted changes allow producers to submit AERPs using the
EPA’s Unied Model to demonstrate that the average of all
on-road diesel fuel produced in any given calendar year that
is sold, offered for sale, supplied, or offered for supply by the
producer in the counties affected by these rules achieves at
least a 5.5% reduction in NO
x
emissions for the year 2007,
and at least a 6.2% reduction from the average of all non-road
diesel produced by the producer for use in the affected coun-
ties, equating to an average reduction of approximately 5.78%
for both on-road and non-road diesel combined. Currently,
a producer may use the Unied Model under §114.315(d) to
demonstrate compliance using a specic fuel formulation. This
adopted option allows for the submission of an AERP using a
methodology that allows the averaging of different diesel fuel
formulations within the same geographic area.
In addition, the adopted changes to §114.318 include procedures
to allow AERPs to include diesel credits from early gasoline sul-
fur reduction that can be used in the 90-county area listed in
§114.319(b)(4). The adopted changes to §114.318(b)(2) are sig-
nicantly different than the proposed amendment, specically,
the tables containing gasoline-to-diesel offset ratios based on
four wide ranges of sulfur reduction percentages have been re-
placed with methodologies to calculate the amount of noncompli-
ant diesel fuel that may be offset by using the actual percentage
of sulfur reduction in the gasoline supplied by the producer to the
affected counties to calculate the appropriate gasoline-to-diesel
offset ratio. The commission made these changes in response
to public comments requesting a higher level of accuracy in the
offset calculations than provided in the proposed amendment.
The diesel credits from early gasoline sulfur reductions will be
calculated from the actual barrels of lower sulfur gasoline that
was produced and supplied to the affected counties by the pro-
ducer using the level of gasoline sulfur reduction to calculate the
appropriate gasoline-to-diesel offset. The adopted methodolo-
gies for determining the appropriate offset ratios were developed
using the EPA MOBILE6 emissions model to calculate the per-
centage of emission reduction from varying the sulfur level of
gasoline in calendar years 2003, 2004, and 2005, from the MO-
BILE6 default gasoline sulfur level assumptions for those years,
then weighting the reduction percentages by vehicle type be-
tween the four classes of gasoline vehicles with catalysts. Since
the NO
x
emission inventories change each year, the number
of lower sulfur gasoline barrels needed to offset noncompliant
diesel fuel is calculated by comparing the reduction percentages
to the applicable emissions inventory of on- and off-road diesel
fueled vehicles and equipment. However, the overall NO
x
emis-
sions inventory from on- and off-road diesel engines is always
greater than just the on-road NO
x
emissions inventory from gaso-
line engines. Therefore, in working out the appropriate offset
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ratio, the reductions in NO
x
emissions from lower sulfur gaso-
line is discounted as a reection of its smaller overall contribu-
tion to the inventory. Because gasoline credits would start to be
used in calendar year 2007, the 2007 diesel NO
x
emissions in-
ventory is used and remains a constant for these calculations.
The weighted average NO
x
emissions reduction achieved by us-
ing LED in the on-road and non-road eets in 2007 is 5.78%.
For example, the gasoline NO
x
emissions inventory in 2003 for
the 90-county area was 229.51 tons per day. A 25% reduc-
tion in gasoline sulfur from 259 ppm to 194 ppm achieves a
2.75% reduction in gasoline NO
x
emissions. The 2007 on- and
off-road diesel NO
x
emissions inventory for the same 90-county
area is 450.56 tons. To calculate the appropriate 2003 gaso-
line-to-diesel offset ratio the following methodology is used: de-
termine the 2003 MOBILE6 gasoline emission reduction asso-
ciated with a 25% reduction in sulfur level using the following
equation, i.e., ((0.0000007)(1942) - (0.0007)(194) + (0.137)) =
0.0275, and then use these results to determine the appropriate
gasoline-to-diesel offset ration using the 2007 diesel inventory
multiplied by the weighted average LED reductions in 2007 di-
vided by the 2003 gasoline inventory multiplied by the 2003 MO-
BILE6 gasoline emission reduction associated with a 25% reduc-
tion in sulfur level, i.e., ((450.56)x(0.0578)) / ((229.51)x(0.0275)),
which calculates an offset ratio of 4.12. Using this example, a
producer that supplied gasoline with a 25% reduction in sulfur to
the 90-county area in 2003 would be allowed to offset one barrel
of noncompliant diesel fuel being supplied to the 90-county area
in the years 2006 - 2010 for each 4.12 barrels of lower sulfur
gasoline produced in 2003.
Also, the adopted changes to §114.318 provide an option to
calculate diesel credits from early gasoline sulfur reduction in
certain counties when used in combination with a "cleaner"
diesel fuel, calculated with the Unied Model from the average
fuel properties of the diesel fuel supplied by the producer in the
90-county area as part of the equation. If a producer is supplying
a cleaner diesel fuel to the 90-county area, although not as clean
as LED, the adopted rule allows the producer to use the emis-
sion reduction calculated with the Unied Model to decrease
the offset ratio of gasoline. For example, if a producer elects
to produce a diesel fuel that achieves a 2.0% NO
x
emissions
reduction in 2007 according to the Unied Model, the producer
would calculate an offset ratio as follows: ((450.56)x(0.0578 -
0.02)) / ((229.51)x(0.0275)), for an offset ratio of 2.69. In this
case, only 2.69 barrels of lower sulfur gasoline would be needed
to offset each barrel of "cleaner" noncompliant diesel fuel. Un-
der this option, credits from early gasoline sulfur reduction can
only be generated from the gasoline supplied by the producer
in calendar years 2003, 2004, and 2005, to the counties listed
under §114.319(b)(4) and these credits can only be used to
demonstrate compliance through December 31, 2010.
The commission requested comments on the feasibility of
accepting residual NO
x
emission benets from the supply of
early lower sulfur gasoline as a creditable fuel strategy for
producers to submit as part of an AERP and how best to
calculate the residual NO
x
emission benet using currently
available EPA-approvable calculation methodologies. Based
on comments received regarding this issue, the commission
adopted a new §114.318(b)(4) specifying a methodology to
determine the amount of noncompliant diesel that may be offset
in the Dallas-Fort Worth (DFW) and Houston-Galveston-Bra-
zoria (HGB) nonattainment area counties with credits from the
residual effects of early gasoline sulfur reduction on the NO
x
emission reduction efciencies of catalytic converters installed
in gasoline-powered motor vehicles. These credits may only
be generated from the volumes of reformulated gasoline (RFG)
supplied to the DFW and HGB nonattainment area counties
in 2004 and 2005 that had an average sulfur level that was
below the sulfur level of 92 ppm in 2004 and 77 ppm in 2005,
identied by EPA as being the base average sulfur levels for
RFG during those years in both areas. These credits can only
be used in the DFW and HGB nonattainment area counties for
compliance through December 31, 2008. The credits generated
in either one of these nonattainment areas may not be used for
compliance in the other.
In addition, the adopted changes to §114.318(c) specify that all
AERPs approved by the ED prior to December 16, 2005, will
expire on December 31, 2006, with the exception that the ED
may allow a producer operating under a previously approved
AERP to continue to operate under that plan for a limited time
beyond December 31, 2006, if the following conditions are met:
the producer’s previously approved AERP relied on the use of
an alternative diesel formulation that has not been approved by
the ED under §114.315(c); the producer has submitted an ap-
plication to the EPA’s ETV Program to pursue verication of this
specic alternative diesel fuel formulation to demonstrate that it
will achieve at least a 5.78% reduction in NO
x
emissions; the pro-
ducer has a contract with the EPA’s testing center to perform the
verication testing that is signed by both parties and paid in full
by September 1, 2006; and the emissions testing as specied
under a test plan approved by both the testing center and EPA
is completed before December 1, 2006.
The adopted new §114.318(e) requires the ED to approve or
disapprove newly submitted AERPs within 45 days of submittal.
The adopted new §114.318(f) species that AERPs submitted
to the ED must contain sufcient documentation to validate the
average diesel fuel properties used to calculate the emission re-
ductions claimed when using EPA’s Unied Model and, as ap-
propriate, the sulfur properties and volumes of the gasoline that
is being used to generate the diesel credit from early gasoline
sulfur reductions. This documentation is necessary for the ED
to determine in a timely manner if the submitted AERP is ap-
provable.
The commission also requested comments on whether to al-
low credits from early gasoline sulfur reduction to be used until
December 31, 2010, in the Beaumont-Port Arthur (BPA) ozone
nonattainment area containing Hardin, Jefferson, and Orange
Counties. Based on comments received from the EPA, the com-
mission will not allow credit from early gasoline sulfur reductions
to be used in the BPA nonattainment area counties.
FINAL REGULATORY IMPACT ANALYSIS DETERMINATION
The commission reviewed the adopted rulemaking considering
the regulatory analysis requirements of Texas Government
Code, §2001.0225, and determined that the rulemaking does
not meet the denition of a "major environmental rule." A major
environmental rule means a rule, the specic intent of which is
to protect the environment or reduce risks to human health from
environmental exposure, and that may adversely affect in a
material way the economy, a sector of the economy, productivity,
competition, jobs, the environment, or the public health and
safety of the state or a sector of the state. The adopted amend-
ments to §§114.6, 114.312, 114.313, and 114.315 - 114.318
provide for EPA consultation and agreement prior to commission
approval of alternative test methods; establish a protocol by
which AERPs, or revisions to those plans, could be approved
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by the EPA without the need for individual SIP revisions for
each plan; make alternative formulation testing requirements
consistent with EPA guidance and CARB regulations; and
make corrections to citations for accuracy and consistency.
In addition, the adopted amendments are intended to provide
additional clarication and exibility in the LED air pollution
control program as part of the strategy to reduce emissions of
NO
x
necessary for the counties in the HGB, BPA, and DFW
nonattainment areas to be able to demonstrate attainment with
the ozone national ambient air quality standard (NAAQS). While
this strategy is intended to protect the environment by reducing
NO
x
emissions that help form ozone, the commission does not
nd that the diesel fuel producers and importers covered by
this rulemaking comprise a sector of the economy, or that the
revisions adopted in this rulemaking will adversely affect in a
material way the economy, productivity, competition, jobs, the
environment, or the public health and safety in the HGB, BPA,
and DFW nonattainment areas. This rulemaking will address
EPA concerns regarding its input on test methods and review
of alternative formulations; create consistency with EPA and
CARB guidance and regulations of which the rening industry
is familiar; and create a protocol for AERPs that will simplify
EPA approval of all AERPs and protect producers’ potentially
condential information.
The adopted amendments to Chapter 114 are not subject to
the regulatory analysis provisions of Texas Government Code,
§2001.0225(b), because the adopted rules do not meet any of
the four applicability requirements. Texas Government Code,
§2001.0225 only applies to a major environmental rule, the re-
sult of which is to: 1) exceed a standard set by federal law; 2)
exceed an express requirement of state law, unless the rule is
specically required by federal law; 3) exceed a requirement of
a delegation agreement or contract between the state and an
agency or representative of the federal government to implement
a state and federal program; or 4) adopt a rule solely under the
general powers of the agency instead of under a specic state
law.
Specically, the LED requirements in Chapter 114 were devel-
oped as part of the control strategy to meet the ozone NAAQS
set by the EPA under Federal Clean Air Act (FCAA), 42 United
States Code (USC), §7409, and therefore meet a federal require-
ment. The amendments to this chapter were developed in order
to provide more clarity and consistency to the LED requirements,
provide a smoother process for EPA approval of AERPs and revi-
sions to those plans, and address concerns from the EPA. FCAA,
42 USC, §7410, requires states to adopt and submit a SIP that
provides for "implementation, maintenance, and enforcement"
of the primary NAAQS in each air quality control region of the
state. While 42 USC, §7410 does not require specic programs,
methods, or reductions in order to meet the standard, SIPs must
include "enforceable emission limitations and other control mea-
sures, means or techniques (including economic incentives such
as fees, marketable permits, and auctions of emissions rights),
as well as schedules and timetables for compliance as may be
necessary or appropriate to meet the applicable requirements of
this chapter," (meaning 42 USC, Chapter 85, Air Pollution Pre-
vention and Control). While 42 USC, §§7401 et seq. does re-
quire some specic measures for SIP purposes, like the inspec-
tion and maintenance program, the statute also provides exibil-
ity for states to select other necessary or appropriate measures.
The federal government, in implementing 42 USC, §§7401 et
seq., recognized that the states are in the best position to deter-
mine what programs and controls are necessary or appropriate
to meet the NAAQS, and provided for the ability of states and
the public to collaborate on the best methods for attaining the
NAAQS within a particular state. However, this exibility does
not relieve a state from developing and submitting a SIP that
meets the requirements of 42 USC, §7410. Thus, while specic
measures are not generally required, the emission reductions
are required. States are not free to ignore the requirements of
42 USC, §7410, and must develop programs to assure that the
nonattainment areas of the state will be brought into attainment
on schedule.
As discussed earlier in this preamble, this rulemaking action im-
plements requirements of 42 USC, §§7401 et seq. There is no
contract or delegation agreement that covers the topic that is
the subject of this action. Therefore, the adopted rulemaking
does not exceed a standard set by federal law, exceed an ex-
press requirement of state law, or exceed a requirement of a
delegation agreement. Finally, this rulemaking action was not
developed solely under the general powers of the agency, but
is authorized by specic sections of Texas Health and Safety
Code, Chapter 382 (also known as the Texas Clean Air Act),
and the Texas Water Code, which are cited in the STATUTORY
AUTHORITY section of this preamble, including Texas Health
and Safety Code, §§382.012, 382.019, 382.202, and 382.208.
Therefore, this rulemaking action is not subject to the regulatory
analysis provisions of Texas Government Code, §2001.0225(b),
because the adopted rulemaking does not meet any of the four
applicability requirements.
TAKINGS IMPACT ASSESSMENT
The commission completed a takings impact analysis for the
adopted rulemaking action under Texas Government Code,
§2007.043. The specic purpose of this strategy is to achieve
reductions of NO
x
emissions to reduce ozone formation in the
HGB, BPA, and DFW nonattainment areas and thus help bring
these areas into compliance with the air quality standards es-
tablished under federal law as NAAQS for ozone. As adopted,
the amendments to §§114.6, 114.312, 114.313, and 114.315 -
114.318 provide for EPA consultation and agreement prior to
commission approval of alternative test methods; establish a
protocol by which AERPs, or revisions to those plans, could
be approved by the EPA without the need for individual SIP
revisions for each plan; make alternative formulation testing
requirements consistent with EPA guidance and CARB reg-
ulations; and make corrections to citations for accuracy and
consistency. These amendments will not place a burden on
private, real property because this action does not require
an investment in the permanent installation of new renery
processing equipment.
Texas Government Code, §2007.003(b)(4), provides that Chap-
ter 2007 does not apply to this rulemaking action, because it
is reasonably taken to fulll an obligation mandated by federal
law. Specically, the emission limitations and control require-
ments of the LED air pollution control program were developed
in order to meet the ozone NAAQS set by the EPA under 42
USC, §7409. States are primarily responsible for ensuring at-
tainment and maintenance of NAAQS once the EPA has es-
tablished them. Under 42 USC, §7410, and related provisions,
states must submit, for approval by the EPA, SIPs that provide
for the attainment and maintenance of NAAQS through control
programs directed to sources of the pollutants involved. There-
fore, one purpose of this rulemaking action is to provide addi-
tional clarication and exibility in implementing the LED pro-
gram necessary for the state’s nonattainment areas to meet the
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air quality standards established under federal law as NAAQS.
Attainment of the ozone standard will eventually require substan-
tial reductions in NO
x
emissions as well as VOC emissions. This
rulemaking is only one step among many necessary for attaining
the ozone standard.
In addition, Texas Government Code, §2007.003(b)(13), states
that Texas Government Code, Chapter 2007 does not apply to
an action that: 1) is taken in response to a real and substan-
tial threat to public health and safety; 2) is designed to signi-
cantly advance the health and safety purpose; and 3) does not
impose a greater burden than is necessary to achieve the health
and safety purpose. Although the rules do not directly prevent
a nuisance or prevent an immediate threat to life or property,
they do prevent a real and substantial threat to public health and
safety and signicantly advance the health and safety purpose.
This action is taken in response to the HGB, BPA, and DFW
areas exceeding the federal ozone NAAQS, that adversely af-
fects public health, primarily through irritation of the lungs. The
action signicantly advances the health and safety purpose by
improving the LED program that reduces ozone levels in these
nonattainment areas and 90 central and eastern Texas coun-
ties. Consequently, these adopted rules meet the exemption in
Texas Government Code, §2007.003(b)(13). This rulemaking
action therefore meets the requirements of Texas Government
Code, §2007.003(b)(4) and (13). For these reasons, the adopted
rules do not constitute a takings under Texas Government Code,
Chapter 2007.
CONSISTENCY WITH THE COASTAL MANAGEMENT PRO-
GRAM
The commission determined the adopted rulemaking relates to
an action or actions subject to the Texas Coastal Management
Program (CMP) in accordance with the Coastal Coordination Act
of 1991, as amended (Texas Natural Resources Code, §§33.201
et seq.), and the commission rules in 30 TAC Chapter 281, Sub-
chapter B, concerning Consistency with the Texas Coastal Man-
agement Program. As required by 30 TAC §281.45(a)(3) and 31
TAC §505.11(b)(2), relating to actions and rules subject to the
CMP, commission rules governing air pollutant emissions must
be consistent with the applicable goals and policies of the CMP.
The commission reviewed this action for consistency with the
CMP goals and policies in accordance with the regulations of the
Coastal Coordination Council and determined that the adopted
amendments are consistent with the applicable CMP goal ex-
pressed in 31 TAC §501.12(1) of protecting and preserving the
quality and values of coastal natural resource areas, and the
policy in 31 TAC §501.14(q), which requires that the commis-
sion protect air quality in coastal areas. The adopted rulemak-
ing will ensure that the amendments comply with 40 CFR Part
50, National Primary and Secondary Air Quality Standards, and
40 CFR Part 51, Requirements for Preparation, Adoption, and
Submittal of Implementation Plans. This rulemaking action is
consistent with CMP goals and policies, in compliance with 31
TAC §505.22(e).
The commission solicited comments on the consistency of the
amendments with the CMP during the public comment period,
but did not receive any comments during the public comment
period.
PUBLIC COMMENT
The public hearing for this rulemaking was held on January
10, 2006, in Austin. The following persons submitted written or
oral comment: Alamo Area Council of Governments (AACOG);
Biofriendly Corporation (Biofriendly); Capital Area Council of
Governments (CAPCOG); City of Houston (Houston); Dallas
Area Rapid Transit (DART); Delek Rening, Ltd. (Delek); Flint
Hills Resources, LP (FHR); Sierra Club, Houston Regional
Group (Sierra-Houston); Lloyd Gosselink on behalf of the Texas
Low Emission Diesel Coalition (Coalition); Texas Low Emission
Diesel Coalition (Coalition) (forms turned in at hearing); EPA;
and Valero Energy Corporation (Valero).
RESPONSE TO COMMENTS
Biofriendly, DART, and EPA generally supported the direction of
the proposal. AACOG, Houston, and Sierra-Houston generally
opposed the proposal. AACOG, Biofriendly, CAPCOG, Coali-
tion, DART, Delek, EPA, FHR, Sierra-Houston, and Valero ex-
pressed concerns and/or suggested changes to the proposal.
Gasoline Credits
AACOG commented that it is opposed to the proposed changes
to the AERP provisions in §114.318 because the use of credits
from early introduction of lower sulfur gasoline will be allowed
through 2010. AACOG also commented that the commission
has not quantied possible loss of emission reduction credit in
2007 due to this rule proposal nor has the commission evalu-
ated the impact on ozone attainment demonstrations. AACOG
further commented that the quantity of gasoline credits avail-
able from petroleum producers has not been published nor is
the distribution of such credits certain as necessary to assist
AACOG’s or the state’s air quality planners in determining the
extent of impact on AACOG’s region from the proposed rule.
CAPCOG expressed opposition to the use of credits from early
gasoline sulfur reduction to offset LED compliance requirements
through 2010 in the Austin Early Action Compact (EAC) coun-
ties as allowed under the proposed changes to §114.318 and
recommended that the proposed LED rule revision be modied
to offer the same protections on AERP approvals for the Austin
EAC area as it does for nonattainment areas.
The commission believes that both the greater San Antonio and
Austin areas received signicant early reductions in NO
x
emis-
sions due to the efforts of fuel suppliers to these areas in the
years 2003, 2004, and 2005. These early reductions were due to
a voluntary lowering of the gasoline sulfur levels in these years.
The commission believes these reductions played a part in the
Austin area avoiding nonattainment of the eight-hour NAAQS for
ozone and lowering the eight-hour ozone levels in San Antonio.
The LED rules were originally adopted in the 110 East Texas
County area to assist DFW and HGB in reaching attainment with
the one-hour NAAQS for ozone. Emission reductions for the
EAC areas and other counties were a side benet of the pro-
gram. Having the LED rules applying to all 110 counties is still
very benecial and necessary for the ultimate achievement of at-
tainment for both DFW and HGB. The commission has made no
change in response to this comment.
EPA commented that the early reduction credits and averaging,
banking, and trading (ABT) provisions of the federal Tier 2 Motor
Vehicle Emissions Standards and Gasoline Sulfur Control Rule
(40 CFR §§80.275, 80.285, and 80.305 - 80.315) allow most re-
neries to generate either sulfur allotments or early sulfur credits
from early compliance with the Tier 2 sulfur requirements that be-
gan in 2000 and such emissions reductions can only be claimed
once. EPA also commented that while it is possible for the MO-
BILE model to calculate a benet to pre-Tier 2 vehicles, EPA
does not believe the model can reect real-world benets be-
cause of the uncertainty of fueling habits of the general pub-
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lic. EPA further commented that it does not support allowing
credits for early implementation of low sulfur gasoline for use in
BPA nonattainment area and the EAC areas past December 31,
2006. Valero stated there will be a reduction in NO
x
levels in
2006, 2007, and 2008, due to a residual NO
x
effect because the
catalytic converters in gasoline-powered motor vehicles in DFW
and HGB were exposed to less sulfur and will perform more ef-
ciently. Valero expressed concern that the commission’s pro-
posal to eliminate the credit for residual NO
x
effects after De-
cember 2006, is based on the commission’s belief that these
credits are to difcult to calculate. Valero also commented that
its AERP using residual credits was approved by the commis-
sion in August of 2005.
The commission agrees with Valero’s comments and has made
changes to the rule to include a methodology for determining
credits from the residual effects of early gasoline sulfur reduction
on the NO
x
emission reduction efciencies of catalytic convert-
ers installed in gasoline-powered motor vehicles in the DFW and
HGB counties.
FHR recommended that the commission calculate the credits
from early gasoline sulfur reduction based on the percent reduc-
tion on the rener’s actual annual gasoline reduction sulfur con-
centration instead of being placed into one of the three current
categories. FHR requested that an equation that interpolates
between the MOBILE 6.2 derived reductions of 25%, 50%, and
75%, which uses the rener’s actual average production sulfur
level be used instead of the percent reduction corresponding to
the highest sulfur level in the dened ranges.
The commission agrees with both comments and made changes
to the rule to use the percent reduction from a rener’s actual
annual gasoline sulfur reduction to calculate credits. In addition,
the commission has revised the rules to include equations to
calculate the percent reduction in NO
x
for any average gasoline
sulfur level between an upper and lower valid range.
Valero provided suggested regulatory language and a calcula-
tion protocol for determining credits from the residual NO
x
effects
of early gasoline sulfur reductions. Valero requested that the rule
allow residual credits in 2006, 2007, and 2008, based on a cal-
culation using actual barrels of lower sulfur gasoline produced
and supplied to the DFW and HGB areas in 2005, and using off-
set ratios to determine diesel credits that were developed using
EPA’s MOBILE6 and RFG survey data. Valero noted an RFG
survey that indicates sulfur levels different than that used in the
SIP for years 2003, 2004, and 2005. Specically, Valero stated
the actual average sulfur in the HGB and DFW areas for these
years was below the values projected by the SIP. Valero stated
the average RFG sulfur value in the United States in 2004 was
92 ppm and the standard deviation was 63 ppm; and the aver-
age RFG sulfur for the rst three quarters of 2005 was 77 ppm
and the standard deviation was 56 ppm. Valero recommended
setting the maximum sulfur for the base case at 189. Valero
recommended using actual sulfur levels to counteract the issue
that a given vehicle does not receive gasoline produced by just
one rener. Valero recommended using the same maximum sul-
fur or cap in the base case run and the early low sulfur gasoline
case run in 2003 to counteract the effect of vehicles refueling with
higher sulfur outside the DFW and HGB areas. Valero noted for
the SIP, the RFG pool was not modeled separately from the con-
ventional pool for sulfur, overstating NO
x
emissions and taking a
conservative approach. Valero stated that it has not seen sul-
fur credits used to raise the sulfur in the RFG pool that supplies
DFW and HGB. Valero recommended use of the actual aver-
age sulfur value when available. Valero stated a producer that
supplied early low sulfur gasoline as part of an AERP to DFW or
HGB would divide the volume of gasoline supplied in 2005 by the
offset ratios for 2006, 2007, and 2008, to determine the volume
of noncompliant diesel for supply to the areas. FHR encouraged
the commission to adopt Valero’s proposal for the calculation of
the residual NO
x
effects from early gasoline sulfur reduction that
could be used in the DFW and HGB areas. FHR also suggested
that the same approach for capturing the benets of the residual
NO
x
effects be applicable to the counties in §114.319(b)(4).
The commission considered Valero’s comments and made
changes to the rule to include a methodology for determining
diesel credits for residual benets in DFW and HGB from the
early gasoline sulfur reductions. The commission coordinated
with EPA in the development of the base case sulfur values
for RFG in 2004 and 2005, and the gasoline-to-diesel offset
ratios used for determining the amount of diesel credit from
residual benets that is used in the methodology adopted for
use in the DFW and HGB nonattainment area counties. The
EPA determined that there was no difference between the
EPA-dened default values of gasoline sulfur in 2003, and what
actually occurred in the HGB and DFW areas, but EPA did nd
a difference in the years 2004 and 2005 (based on RFG survey
data for the two areas) and these values were used to calculate
gasoline-to-diesel offset ratios for residual benet adopted in
this rulemaking. These gasoline-to-diesel offset ratios are valid
for use starting in 2006 and expiring at the end of 2008. The
commission appreciates the suggested rule language provided
by Valero but adopted its own language to better t the exist-
ing rule structure and to conform to the Texas Register style
requirements.
Valero provided comments on a TCEQ white paper. Valero dis-
agreed with the paper by stating it is appropriate to use the MO-
BILE6 model. Valero also raised the issue of sulfur irreversibility.
Valero expressed the belief that there is no technical issue in us-
ing the MOBILE6 model to calculate benets of early low sulfur
gasoline.
The commission agrees that using the EPA’s MOBILE6 emis-
sions model is an appropriate method for calculating the bene-
ts of early gasoline sulfur reductions. The methodologies for
determining diesel credits from early gasoline sulfur reductions
adopted in this rulemaking are based on modeling from the MO-
BILE6 model.
General Comments
EPA asked the commission to explain how the TxLED program
will achieve the desired emission reductions if cumulative effect
additives are approved for use, but are not consistently used in
vehicles. EPA also asked how will trucks achieve the claimed
reductions if they use different fuels approved under the TxLED
program but not the same additive regularly. EPA expressed that
the claimed emission reductions from cumulative effect additives
should only be considered when the additive is used consistently
such as in centrally fueled eets where vehicles only use fuel with
the additive.
The provisions for alternative formulations have been in the rule
since 1999 and have been approved by EPA during all of the
previous rulemakings. The provision for the Alternative 4 test
sequence (allowing the testing of formulations with cumulative
effects) was adopted by the commission in March of 2005, with
no specic comments from EPA relating to this provision, and
was ultimately approved by EPA in a nal rule published on Oc-
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tober 6, 2005, in the Federal Register (70 FR 58325). The com-
mission has made no changes as a result of this comment.
Valero expressed support for the TxLED program, for the com-
mission’s efforts to meet clean air standards, and noted its cap-
ital expenditures to produce compliant diesel.
The commission appreciates Valero’s long support of this diesel
fuel emissions reduction strategy and implementation program.
Sierra-Houston commented that it is opposed to any proposal
that allows AERPs to be labeled as "condential business infor-
mation" and kept from the public. Biofriendly commented that
§114.315(c)(2)(B) should be amended to indicate specically
that all information gathered by the commission regarding the
composition of an additive and/or the test (detection) method
for that additive be condential and may not be released by
the commission to any third party without approval of the
owner/provider of the condential information.
The commission maintains that companies that submit AERPs
have the right to claim that the information contained within these
plans is condential business information. In addition, as stated
in the previous rulemaking on LED (30 TexReg 1782), the com-
mission does not believe it is necessary or appropriate to include
language suggested by Biofriendly. The commission is prohib-
ited by Texas Health and Safety Code, §382.041 from releasing
information to the public related to secret processes or meth-
ods of manufacture or production that has been marked con-
dential when submitted. The Texas Public Information Act (PIA)
provides exceptions from public disclosure by any state agency
for trade secret and business condential information. Any con-
dential or trade secret information submitted to TCEQ should
be clearly marked as such at the time submitted. Any requests
for information so marked will be forwarded to the Ofce of the
Attorney General as appropriate for a determination of the ap-
plicability of the PIA exceptions. The commission has made no
changes to the rule based on these comments.
Sierra-Houston commented that the commission should clearly
explain the importance of VOC in the control of air pollution from
the evaporation and combustion of diesel fuels.
The contribution from diesel engines to the total VOC emissions
inventories is very small because diesel engines inherently emit
very little exhaust VOC emissions and diesel fuel emits virtually
no evaporative VOC emissions in normal refueling operations.
However, since VOC emissions can help contribute to the for-
mation of ozone, the adopted rules will ensure that in order to
be approved by the commission, alternative diesel formulations
must demonstrate that no signicant increase in VOC emissions
occurs when the fuel is used in a diesel engine. The commission
made no changes to the rules in response to these comments.
Sierra-Houston commented that the proposal was confusing be-
cause of the multiple average percentage requirements listed in
the rule proposal (i.e., 5.5%, 5.7%, 5.78%, and 6.2%) and re-
quested that the commission simplify the rule.
The emission reductions from the LED rules are not inconsistent.
Emission reductions are different for on-road (5.5% reduction)
and non-road (6.2% reduction). The weighted average based
on the percentage of NO
x
from the on-road and non-road inven-
tories is 5.78%. The commission made no changes to the rules
in response to this comment but did make a change in the SEC-
TION BY SECTION DISCUSSION of this preamble to correctly
reference the weighted average of 5.78%.
Biofriendly commented that the commission should accept
biodiesel that meets the ASTM D6751 standards when approv-
ing an acceptable biodiesel blended LED.
The commission has provided biodiesel producers the opportu-
nity to comply with the LED requirements under an AERP that will
allow the blending of B100 biodiesel with LED-compliant diesel
fuel for use in the 110 counties affected by the LED require-
ments. The B100 biodiesel must meet ASTM D6751 standards
for B100 biodiesel and must be mixed with LED-compliant diesel
fuel. This AERP will expire on December 31, 2006. After Decem-
ber 31, 2006, all biodiesel blends produced for use in the affected
110-county region must be produced in compliance with an al-
ternative diesel formulation that is approved by the commission.
Delek recommended that the commission issue a grandfather
waiver, until at least 2010, for small reners that complied with
original AERP rules and were granted an AERP. Delek noted that
grandfathered AERP fuel subject to a waiver could be limited to
fuel transported directly from the rener to a retail outlet or eet
user and not commingled with other fuel in a pipeline or terminal
tanks.
The commission cannot create a grandfather provision for any
diesel supplier without losing a potentially signicant amount of
NO
x
reduction. There are several ways to comply with the LED
rules, including the purchase of approved additives. With the
multitude of compliance options, the commission does not be-
lieve a grandfathering provision is warranted.
Delek stated that it does not have the nancial resources of the
large rening companies and the proposed change in the AERP
rules for TxLED will pose an unacceptably high nancial burden,
which cannot be recovered through competitive market pricing.
The LED rules provide multiple options for compliance and the
commission would be glad to assist Delek in determining which
option would best accommodate Delek’s needs.
Delek commented that the proposal provides only two months
after nal rule adoption for existing approved plans to remain
in effect and before new/revised plans would have to be ap-
proved and implemented. Delek stated that additional time is
required for compliance with the proposed rule change. Delek
noted that because the commission approved the facility’s AERP,
Delek committed to the EPA to make all ultra-low sulfur diesel
(ULSD) as a condition of a small renery hardship waiver, ex-
tending compliance with Tier II gasoline sulfur standards to 2008.
An agreement with the EPA for a federal gasoline program does
not relieve Delek of its responsibilities to comply with the com-
mission’s state diesel fuel regulation.
FHR supported the commission’s proposal to extend the expi-
ration date on the use of early gasoline credits from 2007 un-
til 2010. FHR also requested that the commission consider not
having an expiration date and allowing reners to utilize all of the
gasoline credits that they have generated.
The commission disagrees. Credits should be expended by
2010. This time period should be adequate for a rener to
implement changes to comply with LED requirements without
the use of gasoline credits.
Delek recommended that the commission should determine if
the extensive use of additives and probable elimination of exist-
ing approved AERPs will have a market price impact beyond the
previous estimated range.
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The commission believes that the market will determine the most
economical way of complying with the LED requirements. If an
additive’s cost or supply is at issue, a rener has other compli-
ance options.
Delek stated that the commission should provide an added in-
centive to move to low- NO
x
engines by allowing the use of con-
ventional (non-TxLED) ULSD. Additionally, ULSD sold for use
in a low-NO
x
engine should not only qualify for an AERP, but
should generate a credit to be used for fuel that does not meet
TxLED standards, if those engines have not been converted or
purchased using Texas Emission Reduction Plan (TERP) fund-
ing.
The commission believes there is some level of additional reduc-
tion from the use of LED even in advanced technology low NO
x
engines. The commission has made no change in response to
this comment.
FHR suggested that the commission avoid the possibility of ap-
proving additives that are not acceptable to diesel engine and
diesel exhaust after treatment system suppliers by requesting
that additives be ashless.
Some additives contain fuel-borne catalysts that are usually met-
als, these are commonly dened as ash. These catalysts can
help reduce diesel PM but also can contribute to plugging of
diesel particulate lters. Metals are also commonly found in the
lube oil. Lube oil being burned and passed through the com-
bustion chamber also contributes to ash in the exhaust. It is not
expected that diesel particulate lters will be in widespread use
in the United States for the foreseeable future. Therefore, the
commission is not including an ashless requirement for diesel
fuel additives used for compliance with the LED rules. The com-
mission reserves the right to require ashless additives in the fu-
ture if warranted.
No-Harm Testing
EPA commented that a supplier should be in a position to guar-
anty that the approved fuels or fuel additives are not harmful to
the mechanical operation of diesel engines. EPA also stated that
the key factor for determining "no harm" is the effect of the fuel
or additives on the elastomers used in diesel engines and that
there are several ASTM standards available upon which a test
system should be formulated to test the properties of the elas-
tomers under different conditions. EPA further commented that
requiring the supplier of an approved alternative diesel formu-
lation to provide a warranty or the results of such tests prior to
the approval of an alternative formulation would be appropriate.
Both EPA and the Coalition supported the inclusion of some type
of "no-harm" test requirement in the rule. EPA recommended
that the rules should be amended to include a supplier or pro-
ducer guarantee that the "approved fuels and fuel additives are
not harmful to the mechanical operation of diesel engines." The
Coalition commented that the current rule only requires emis-
sion and performance testing methods for additives and alter-
native formulations. The Coalition suggested that the commis-
sion’s current position on not providing for no-harm testing vio-
lates its statutory mandate to implement cost-effective environ-
mental regulations. The Coalition expressed the belief that ex-
treme market conditions of the LED fuel market may result in
unreliable products being forced onto the market as producers
take extreme measures to avoid fuel shortages. The Coalition
expressed concern that the current rule language does not pro-
vide for "no-harm" testing of additives that would demonstrate
the long-term compatibility of fuels and additives with diesel en-
gine components and dynamometer tests that demonstrate the
impact of fuels and additives on engine horsepower. Addition-
ally, the Coalition suggested that the commission require lter
media compatibility testing and elastometer testing. EPA also
suggested that a key component of no-harm testing should be
elastometer testing. EPA commented that such tests could be
similar to current tests conducted by lubricant manufacturers on
wear and tear on piston rings, cylinders, and crankshaft bear-
ings. EPA also suggested that a supplier’s warranty of no-harm
testing prior to approval of a formulation would be appropriate.
The commission appreciates the response to our request for
comment on this issue, however, does not agree that a no-harm
testing requirement is a necessary prerequisite for LED compli-
ance. All of the approved additives, up to this point, have volun-
tarily done no-harm testing without being required by our agency.
The commission is condent that in order to be competitive an
additive would not only have to compete on price but also on
the assurance that the product would not damage engines by
showing that no-harm testing has been done. The commission
does not believe that there are "extreme market conditions" in
the LED market because of the numerous strategies available
for compliance with LED requirements. Therefore, the commis-
sion does not anticipate producers taking "extreme measures"
such as using unreliable products in order to come into com-
pliance with LED regulations. Additionally, this type of informa-
tion should be available through EPA. All fuels and fuel additives
that are intended for use in on-road motor vehicles are required
by federal regulation to be registered with EPA prior to introduc-
tion into commerce. Registration involves providing a chemical
description of the product and certain technical, marketing, and
health-effects information. This allows EPA to identify the likely
combustion and evaporative emissions. The commission also
recognizes that its authority to regulate diesel fuels is predicated
on the need to reduce air emissions and protect public health
and the environment. The commission does not have the au-
thority to restrict the production, sale, or importation of fuels or
additives based upon engine quality and performance impacts of
those products. However, the commission does expect that fuel
and additive producers will have conducted these no-harm tests
in order to meet customer expectations and market their prod-
uct. The commission encourages fuel and additive producers to
make these no-harm tests publicly available. The commission
made no changes to the rules in response to these comments.
Section-Specic Comments
EPA commented that the phrase "required to be" in the deni-
tion of additive in §114.6 may be misinterpreted to mean that ad-
ditives may be used in Texas before being approved and regis-
tered by EPA and therefore, EPA does not recommend the adop-
tion of this change.
The commission made changes to the rule in response to this
comment and revised the denition of additive to clarify that sub-
stances added to gasoline or diesel fuel, which are registered
with the EPA in accordance with 40 CFR Part 79 and those that
are added for the purpose of reducing exhaust emissions from
vehicles and equipment but are exempted from EPA registration
requirements under 40 CFR Part 79, are considered to be addi-
tives under these rules.
EPA commented that the changes to §114.315(b) do not resolve
its concerns regarding ED discretion and stated that "consulta-
tion" is not adequate in the case of disagreements. EPA sug-
gested that this subsection be changed to read "with the consent
of EPA," or "consultation and agreement by EPA," or changed to
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resemble §114.315(d) in which it would be demonstrated to the
satisfaction of the ED and the EPA.
The commission agrees with the comment and has made the
changes to §114.315(b) as noted.
EPA commented that §114.315(c)(4) should be amended to add
the phrase, "and in the Environmental Technology Verication
Protocol of the EPA, where applicable" at the end of the refer-
ence to 40 CFR Part 86, Subpart N.
The commission declines to make this change. The emission
testing procedures specied under §114.315(c) are designed to
certify that the emissions generated when using an alternative
diesel formulation are comparable to the emissions generated
when using the LED reference fuel in the same test engine. The
test procedures under this rule are not designed to verify a spe-
cic percentage of emission reductions as the EPA’s Verication
Protocol for Determination of Emissions Reductions Obtained by
Use of Alternative or Reformulated Liquid Fuels, Fuel Additives,
Fuel Emulsions, and Lubricants for Highway and Nonroad Use
Diesel Engines and Light Duty Gasoline Engines and Vehicles
(Revision No. 03, September 2003) was designed to achieve.
The commission made no changes to the rules in response to
these comments.
FHR commented that the language in the proposed
§114.315(c)(6)(A)(i) is less clear than current language and
could be interpreted to be requiring a specic aromatics
concentration, rather than a maximum. FHR also stated that
§114.315(c)(6)(A)(ii) does not clearly dene the requirements
for this "minimum specications of the base diesel fuel" and
that it would be clearer to use language similar to the present
regulations and say that the base fuel properties for total
aromatics should not exceed those of the base fuel used in the
additive verication.
The commission disagrees. The commission believes that the
approval notication for alternative diesel formulations should
only contain information regarding the characteristics of the for-
mulation that are relevant for compliance and enforcement pur-
poses. The commission made no changes to the rules in re-
sponse to this comment.
Biofriendly commented that §114.315(d) should be revised to
add the phrase, "EPA’s Environmental Technology Verication
program," in the sentence just after ". . . to the satisfaction of
the executive director" to allow fuels and fuel additives that have
been tested under this EPA program to be considered for ap-
proval as an alternative diesel formulation.
The commission declines to make the suggested changes. The
need for EPA’s approval is already explicit under the existing rule
text in this section, therefore, there is no need to include a spe-
cic EPA program.
EPA commented that §114.315(d)(2) should be amended to add
the phrase, "and the EPA," in the sentence just after "executive
director" to be consistent with subsection (d).
The commission agrees with the EPA comment and made
changes to the rule accordingly.
EPA commented that it does not oppose the removal of EPA ap-
proval from §114.318(a) because a replicable procedure for the
state to approve the AERPs is being proposed. EPA commented
that the critical part of a replicable procedure is public participa-
tion in the process at the state level and that public participation
is being carried out through the proposal notice and comment
period in which the state is enacting the revised §114.318.
The commission appreciates the support for this method.
FHR commented that there are two distinct problems with the
December 31, 2006, expiration date for currently approved
AERPs as proposed in §114.318(c). First, it does not appear
that the commission has provided itself with the discretion
to extend the year-end expiration date when circumstances
warrant. Second, the proposed transition process from existing
plans to revised plans creates unnecessary confusion and is
inconsistent with how the commission handles such transitions
in analogous situations under other environmental rules.
The commission considered FHR’s comment and made changes
in §114.318(c) of the adopted rule to provide the ED exibility to
allow a producer to continue using a currently approved AERP
for a limited time beyond the December 31, 2006, expiration date
if certain specic conditions are met.
CAPCOG recommended that §114.319(b) be revised to move
the Austin EAC counties (Travis, Williamson, Hays, Bastrop, and
Caldwell) to a separate grouping under a new paragraph (5) or
specify that credits from early gasoline sulfur reduction as pro-
vided under §114.318 may not be used in the Austin EAC coun-
ties. DART recommended revisions to §114.319 to mitigate the
cost impact of future potential changes to the TxLED regulations
by adding a new subsection (d) to read "Any rule changes af-
fecting the cost or availability of fuel shall allow sufcient time for
replacement of long term contracts for supply of fuel under this
rule."
The commenters are requesting an action that is beyond the
scope of this rulemaking, as §114.319 (Affected Counties and
Compliance Dates) was not amended in the proposed rules that
were published in the December 16, 2005, issue of the Texas
Register (30 TexReg 8407). The commission has no authority
to specify the length of private long-term fuel contracts. Con-
tractual provisions should be made to long-term contracts to ac-
commodate potential rule changes which may affect prices. The
commission made no changes to the rules in response to these
comments.
Supply and Distribution Data from Producers and Importers
The Coalition commented that end users of diesel fuel cannot
determine the market availability of fuel types in their specic ar-
eas. The commission registration forms do not provide adequate
information and many are submitted by producers and importers
under claims of condentiality. The only information provided
by the commission publicly is a one-page summary containing
a list of producers and importers, total volumes, and projected
volumes of LED-compliant fuel. This information does not ade-
quately provide information on whether the fuel is provided under
an AERP, alternative formulation, or other LED-compliant fuel.
The Coalition suggested that the commission could "re-aggre-
gate" the data collected from registration forms into a more use-
ful format that explains how much fuel will be produced using
additives, under AERPs, or some other LED compliance strat-
egy in each of the 110 counties. The Coalition commented that
this information could be made available publicly without com-
promising the condentiality of market information submitted by
producers and importers.
The commenters are requesting a change to §114.314, Regis-
tration of Diesel Producers and Importers. This section is not
open for amendment in this rulemaking. The Coalition also sug-
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gests data collection changes that are not required by rule and
were developed as part of the TCEQ registration form. The com-
mission will continue to work with producers and importers of
LED-compliant fuel as well as end users to develop useful infor-
mation about market supply without compromising the conden-
tiality of individual producers’ data.
The Coalition expressed the belief that the commission could
greatly enhance its ability to predict impacts within regions of
the 110-county area if it were to utilize data directly derived from
demand projections based on actual diesel fuel usage in the
affected counties. The commission used data that appears to
be extrapolated from gasoline usage and population distribution.
The Coalition expressed the belief that the TCEQ has severely
underestimated diesel fuel demand for the 110-county affected
area. An approach that uses real diesel fuel sales data to
assess fuel demand is suggested, using data collected from the
Texas Comptroller’s Ofce representative of fuel consumption
in the 110-county area. Alternatively, the commission should
require fuel producers and importers to submit such data or its
equivalent. Delek raised concern of potential supply issues and
increased prices. Delek recommended that the commission
should re-survey suppliers before setting a compliance date for
the revised rule to determine if volumes previously committed
will still be available.
As stated previously, market data aggregation through producer
registration forms is not open for amendment at this time. The
commission remains condent that supply of -compliant fuel in
the 110-county area of Texas will be sufcient due to the variety
of choices (i.e., LED fuel, alternative formulations, CARB diesel,
and AERPs) available to producers and importers to comply with
the rule. The amendments adopted in this rulemaking will not
alter this assessment of supply. In fact, these changes in the
LED rules should provide greater exibility and assurances that
adequate supply of LED-compliant fuel will be available in the
affected counties. For instance, the AERP protocol in §114.318
will create a more consistent approach to developing these plans
and streamline the TCEQ and EPA approval process, thereby
giving producers through end users more condence that LED
supply will not be disrupted due to any compliance uncertainties.
Price Concerns and Fiscal Note Analysis
The Coalition expressed concern about the potentially inated
fuel prices that are likely to result from the boutique and addi-
tized LED fuel market. The LED program and its purposes have
evolved over many years and the changes made have been sub-
stantive, yet there has never been a meaningful scal analysis
of the rule. There seems to be no doubt that the evolving LED
program will increase the cost of LED-compliant fuel and this
cost may or may not be able to be passed on to customers.
This is especially true for certain end users such as municipali-
ties, small businesses, and private citizens. The Coalition com-
mented that the scal note in the proposal fails to consider the
impact on state agencies, local governments, the public, and
the regulated community, as required under Texas Government
Code, §2001.0225(c) and §2001.024(a)(4) and (5). The pro-
posal states any scal implications will primarily affect the pro-
ducer and suppliers, and not typically government entities. The
commission should evaluate how the fuel price increase will be
passed on to local governments, state agencies, and the public.
The commission disagrees with this comment and has made no
changes to the rule. As discussed in the response regarding
the regulatory impact analysis, this rule is not a major environ-
mental rule. Therefore, §2001.0225(c) does not apply. However,
the commission did meet the requirements of §201.024. Section
2001.024 does not require an evaluation of how an increase in
diesel prices resulting from this rule will affect end users. The
Government Code requires the commission to assess costs to
persons that must comply with the rules. In previous rulemak-
ings, the commission has done just that, by estimating a produc-
tion cost increase of $.04 to $.08 per gallon of diesel to meet
LED standards. As stated in the proposal, the commission be-
lieves that these specic amendments to the LED rules will pri-
marily affect producers and suppliers of LED, which typically do
not include governmental entities. The adopted amendments
make changes to testing, recordkeeping, and AERP require-
ments. This rulemaking does not amend the LED standard it-
self and does not change the rules in such a way that would in-
crease the production cost estimated by the commission in pre-
vious rulemakings on LED.
Regulatory Impact Analysis
The Coalition stated that the commission did not develop a full
regulatory impact analysis and scal analysis as required for
a major environmental rule under Texas Government Code,
§2001.0225. The Coalition argued that the amendments to
Chapter 114, Subchapter H, Division 2 is a major environmental
rule because it exceeds a standard set by federal law. As
evidence, the commission was required to submit a waiver in
accordance with 42 USC, §7545(C)(4)(c) when the rules were
originally adopted. The state has also not demonstrated how
this rule is specically required by state law.
The commission disagrees with this comment. As stated in the
preamble published in the Texas Register on December 16, 2005
(30 TexReg 8407 and 8410), the commission determined that
this rulemaking does not meet the denition of a "major envi-
ronmental rule." The commission discussed at length in the draft
regulatory impact analysis section of the preamble that the ozone
NAAQS is a federal requirement set by EPA that must be met by
states at a certain date. The FCAA (42 USC, §7410) provides
that states must develop SIPs that include "enforceable emission
limitations, and other control measures, means or techniques"
necessary to meet the NAAQS. The LED rules were developed
as part of the control strategy to meet the NAAQS. The com-
mission also described in the draft regulatory impact analysis
that this rule is specically required by Texas Health and Safety
Code, §382.012, which requires the state to develop a general,
comprehensive plan for the proper control of the state’s air, in
other words, a SIP. The rule also meets the specic requirements
of: Texas Health and Safety Code, §382.019, providing the com-
mission the authority to control and reduce emission from en-
gines used to propel land vehicles; §382.202, restricting the es-
tablishment of fuel content standards before January 1, 2004,
or the distribution of Texas LED as described in the SIP prior to
February 1, 2005; and §382.208, requiring the commission to
develop and implement, in coordination with federal, state, and
local transportation planning agencies, transportation programs
and other measures necessary to demonstrate attainment of the
NAAQS and protect the public from exposure to hazardous air
contaminants from motor vehicles. Because the rule is not a
"major environmental rule," the regulatory analysis requirements
of Texas Government Code, §2001.0225 do not apply.
Applicability of Rule on Wholesale Bulk Purchasers
Because of additive based alternative plans, the Coalition ex-
pressed the belief that some end users will in fact become "pro-
ducers" and thus be subject to the reporting and recordkeeping
requirements. Some Coalition members may become produc-
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ers because they purchase large quantities of diesel fuel for eet
use and will blend in additives to create TxLED-compliant fuel on
their sites prior to use in individual eet engines. The commis-
sion’s guidance on TxLED appears to set a trigger of 50,000 gal-
lons for becoming a wholesale bulk purchaser, however, there is
no explanation for this cut-off and whether there is an exception
for lesser quantities of fuel. The Coalition suggested a clarica-
tion in the preamble to better explain the applicability of the rule
to end users.
The provisions for timing of when bulk purchasers should start
distributing LED have passed. As of January 1, 2006, only LED
should be provided to bulk purchasers regardless of the tank
size. The commission has made no changes to the rule in re-




The amendment is adopted under Texas Water Code, §5.103,
concerning Rules, and §5.105, concerning General Policy,
which authorize the commission to adopt rules necessary to
carry out its powers and duties under the Texas Water Code.
The amendment is also adopted under Texas Health and
Safety Code, §382.002, concerning Policy and Purpose, which
establishes the commission’s purpose to safeguard the state’s
air resources, consistent with the protection of public health,
general welfare, and physical property; §382.011, concerning
General Powers and Duties, which authorizes the commission
to control the quality of the state’s air; §382.012, concerning
State Air Control Plan, which authorizes the commission to
prepare and develop a general, comprehensive plan for the
control of the state’s air; §382.017, concerning Rules, which
authorizes the commission to adopt rules consistent with the
policy and purposes of the Texas Clean Air Act; §382.019,
concerning Methods Used to Control and Reduce Emissions
from Land Vehicles, which authorizes the commission to adopt
rules to control and reduce emissions from engines used to
propel land vehicles; §382.202, concerning Vehicle Emissions
Inspection and Maintenance Program, which authorizes the
commission to establish vehicle fuel content standards after
January 1, 2004, as long as distribution of LED as described
in the SIP is not required prior to February 1, 2005, and autho-
rizes the commission to consider AERPs to comply with LED
requirements; and §382.208, concerning Attainment Program,
which authorizes the commission to develop and implement
transportation programs and other measures necessary to
demonstrate attainment and protect the public from exposure to
hazardous air contaminants from motor vehicles.
The adopted amendment implements Texas Water Code, §5.103
and §5.105, and Texas Health and Safety Code, §§382.002,
382.011, 382.012, 382.017, 382.019, 382.202, and 382.208.
§114.6. Low Emission Fuel Denitions.
Unless specically dened in Texas Health and Safety Code, Chapter
382, also known as the Texas Clean Air Act (TCAA), or in the rules of
the commission, the terms used in this subchapter have the meanings
commonly ascribed to them in the eld of air pollution control. In
addition to the terms that are dened by TCAA, §3.2, and §101.1 of this
title (relating to Denitions), the following words and terms, when used
in Subchapter H of this chapter (relating to Low Emission Fuels), have
the following meanings, unless the context clearly indicates otherwise.
(1) Additive--Any substance that is intentionally added to
gasoline or diesel fuel, including any added to a motor vehicle fuel
system, and that is not intentionally removed prior to sale or use and
that is:
(A) registered with the United States Environmental
Protection Agency (EPA) in accordance with 40 Code of Federal
Regulations Part 79; or
(B) added to gasoline or diesel for the purpose of reduc-
ing exhaust emissions from motor vehicles or non-road equipment and
is exempted from the EPA registration requirements in accordance with
40 Code of Federal Regulations Part 79.
(2) Barrel--A unit of measure equal to 42 United States gal-
lons.
(3) Bulk plant--An intermediate motor vehicle fuel distri-
bution facility where delivery of motor vehicle fuel to and from the
facility is solely by truck or pipeline.
(4) Bulk purchaser/consumer--A person who purchases or
otherwise obtains motor vehicle fuel in bulk and then dispenses it into
the fuel tanks of motor vehicles owned or operated by the person.
(5) Common carrier--A person engaged in the transporta-
tion of goods or products of another person for compensation and is
available to the public for hire.
(6) Designated alternative limit (DAL)--An alternative
specication limit for a specic fuel standard, which is assigned by
a producer or importer to a nal blend of low emission diesel fuel
(LED) in accordance with §114.313 of this title (relating to Designated
Alternative Limits).
(7) Diesel fuel--Any fuel that is commonly or commer-
cially known, sold, or represented as Grade No. 1-D or Grade No. 2-D
diesel fuel, in accordance with the active version of American Society
for Testing and Materials (ASTM) D975 (Standard Specication for
Diesel Fuel Oils), except for lubricity.
(8) Final blend--A distinct quantity of low emission diesel
fuel (LED) that is introduced into commerce without further alteration,
which would tend to affect a regulated specication of LED.
(9) Further process--To perform any activity on motor ve-
hicle fuel, including distillation, treating with hydrogen, blending, or
addition of an approved additive, for the purpose of bringing the motor
vehicle fuel into compliance with the requirements of Subchapter H of
this chapter.
(10) Gasoline--Any fuel that is commonly or commercially
known, sold, or represented as gasoline, in accordance with American
Society for Testing and Materials (ASTM) D4814-99 (Standard Spec-
ication for Automotive Spark-Ignition Engine Fuel), dated 1999.
(11) Import--The process by which motor vehicle fuel is
transported into the State of Texas by any means or method whatsoever,
including transport via pipeline, railway, truck, motor vehicle, barge,
boat, or railway tank car.
(12) Import facility--The stationary motor vehicle fuel
transfer point wherein the importer takes delivery of imported motor
vehicle fuel and from which imported motor vehicle fuel is transferred
into the cargo tank truck, pipeline, or other delivery vessel from which
the fuel will be delivered to a bulk plant or retail fuel dispensing
facility.
(13) Importer--Any person, except a person acting as a
common carrier, who imports motor vehicle fuel.
(14) Low emission diesel fuel (LED)--Any diesel fuel:
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(A) sold, intended for sale, or made available for sale
that may ultimately be used to power a diesel fueled compression-ig-
nition engine in the counties listed in §114.319 of this title (relating to
Affected Counties and Compliance Dates);
(B) that the producer knows, or reasonably should
know, may ultimately be used to power a diesel fueled compres-
sion-ignition engine in counties listed in §114.319 of this title; and
(C) complies with the standards specied in §114.312
of this title (relating to Low Emission Diesel Standards).
(15) Motor vehicle--Any self-propelled device powered by
a gasoline fueled spark-ignition engine or a diesel fueled compres-
sion-ignition engine in or by which a person or property is or may be
transported, and is required to be registered under Texas Transporta-
tion Code (TTC), §502.002, excluding vehicles registered under TTC,
§502.006(c).
(16) Motor vehicle fuel--Any gasoline or diesel fuel used
to power gasoline fueled spark-ignition or diesel fueled compression-
ignition engines.
(17) Non-road equipment--Any device powered by a gaso-
line fueled spark-ignition engine or a diesel fueled compression-igni-
tion engine that is not required to be registered under Texas Transporta-
tion Code, §502.002.
(18) Produce--Perform the process to convert liquid com-
pounds that are not motor vehicle fuel into motor vehicle fuel, except
where a person supplies motor vehicle fuel to a producer who agrees
in writing to further process the motor vehicle fuel at the production
facility and to be treated as a producer of the motor vehicle fuel, only
the nal producer shall be deemed for all purposes under Subchapter
H of this chapter to be the producer of the motor vehicle fuel.
(19) Producer--Any person who owns, leases, operates,
controls, or supervises a production facility and/or produces motor
vehicle fuel.
(20) Production facility--A facility at which motor vehicle
fuel is produced or that manufactures liquid fuels by distilling petro-
leum.
(21) Retail fuel dispensing outlet--Any establishment at
which gasoline and/or diesel fuel is sold or offered for sale for use in
motor vehicles, and the fuel is directly dispensed into the fuel tanks of
the motor vehicles using the fuel.
(22) Supply--To provide or transfer fuel to a physically
separate facility, vehicle, or transportation system.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602360
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Effective date: May 17, 2006
Proposal publication date: December 16, 2005
For further information, please call: (512) 239-0348
SUBCHAPTER H. LOW EMISSION FUELS
DIVISION 2. LOW EMISSION DIESEL
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STATUTORY AUTHORITY
The amendments are adopted under Texas Water Code,
§5.103, concerning Rules, and §5.105, concerning General
Policy, which authorize the commission to adopt rules necessary
to carry out its powers and duties under the Texas Water Code.
The amendments are also adopted under Texas Health and
Safety Code, §382.002, concerning Policy and Purpose, which
establishes the commission’s purpose to safeguard the state’s
air resources, consistent with the protection of public health,
general welfare, and physical property; §382.011, concerning
General Powers and Duties, which authorizes the commission
to control the quality of the state’s air; §382.012, concerning
State Air Control Plan, which authorizes the commission to
prepare and develop a general, comprehensive plan for the
control of the state’s air; §382.017, concerning Rules, which
authorizes the commission to adopt rules consistent with the
policy and purposes of the Texas Clean Air Act; §382.019,
concerning Methods Used to Control and Reduce Emissions
from Land Vehicles, which authorizes the commission to adopt
rules to control and reduce emissions from engines used to
propel land vehicles; §382.202, concerning Vehicle Emissions
Inspection and Maintenance Program, which authorizes the
commission to establish vehicle fuel content standards after
January 1, 2004, as long as distribution of LED as described
in the SIP is not required prior to February 1, 2005, and autho-
rizes the commission to consider AERPs to comply with LED
requirements; and §382.208, concerning Attainment Program,
which authorizes the commission to develop and implement
transportation programs and other measures necessary to
demonstrate attainment and protect the public from exposure to
hazardous air contaminants from motor vehicles.
The adopted amendments implement Texas Water Code, §5.103
and §5.105, and Texas Health and Safety Code, §§382.002,
382.011, 382.012, 382.017, 382.019, 382.202, and 382.208.
§114.313. Designated Alternate Limits.
(a) A producer or importer may assign a designated alternative
limit (DAL) for aromatic hydrocarbon content to a nal blend of low
emission diesel fuel (LED) produced or imported by the producer or
importer, except for that LED produced in accordance with §114.312(f)
of this title (relating to Low Emission Diesel Standards), if the follow-
ing conditions are met.
(1) In no case may the aromatic hydrocarbon content of the
nal blend shown by the sample and test conducted in accordance with
§114.315 of this title (relating to Approved Test Methods) exceed the
assigned DAL.
(2) The producer or importer shall notify the executive di-
rector of the volume (in barrels) and the DAL of the nal blend. This
notication must be received by the executive director before the start
of physical transfer of the LED from the production or import facility,
and in no case less than 12 hours before the producer completes phys-
ical transfer of the nal blend.
(3) Within 90 days before or after the start of physical trans-
fer of any nal blend of LED to which a producer or importer has as-
signed a DAL exceeding the limit for aromatic hydrocarbon content
specied in §114.312(b) of this title, the producer or importer shall
complete physical transfer from the production or import facility of
LED in sufcient quantity and with a DAL sufciently below the stan-
dard specied in §114.312(b) of this title to offset the volume of aro-
matic hydrocarbons in the LED reported in excess of the standard.
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(b) No person shall sell, offer for sale, or supply LED, in a nal
blend to which a producer or importer has assigned a DAL:
(1) exceeding the standard specied in §114.312(b) of this
title for aromatic hydrocarbon content, where the total volume of the
nal blend sold, offered for sale, or supplied exceeds the volume re-
ported to the executive director in accordance with subsection (a)(2) of
this section; nor
(2) less than the standard specied in §114.312(b) of this
title for aromatic hydrocarbon content, where the total volume of the
nal blend sold, offered for sale, or supplied is less than the volume
reported to the executive director in accordance with subsection (a)(2)
of this section.
(c) Whenever the nal blend of a producer or importer in-
cludes volumes of diesel fuel the producer or importer has produced or
imported, and volumes it has not produced or imported, the producer’s
or importer’s DAL shall apply only to the volume of diesel fuel the pro-
ducer or importer has produced or imported. In such a case, the pro-
ducer or importer shall report to the executive director in accordance
with subsection (a)(2) of this section, both the volume of diesel fuel
produced or imported and the total volume of the nal blend.
§114.315. Approved Test Methods.
(a) Compliance with the diesel fuel content requirements of
this division must be determined by applying the appropriate test meth-
ods and procedures specied in the active version of American Society
for Testing and Materials (ASTM) D975 (Standard Specication for
Diesel Fuel Oils), or the following supplementary methods, as appro-
priate.
(1) The aromatic hydrocarbon content may be determined
by the active version of ASTM Test Method D5186 (Standard Test
Method for Determination of Aromatic Content and Polynuclear Aro-
matic Content of Diesel Fuels and Aviation Turbine Fuels by Supercrit-
ical Fluid Chromatography). The following correlation equation must
be used to convert the supercritical uid chromatography (SFC) results
in mass percent to volume percent: aromatic hydrocarbons expressed
in percent by volume = 0.916 x (aromatic hydrocarbons expressed in
percent by weight) + 1.33.
(2) The polycyclic aromatic hydrocarbon (also referred to
as polynuclear aromatic hydrocarbons or PAH) content may be deter-
mined by the active version of ASTM Test Method D5186 (Standard
Test Method for Determination of Aromatic Content and Polynuclear
Aromatic Content of Diesel Fuels and Aviation Turbine Fuels by Su-
percritical Fluid Chromatography). The correlation equation specied
in paragraph (1) of this subsection must be used to convert the SFC
results in mass percent to volume percent.
(3) The nitrogen content may be determined by the active
version of ASTM Test Method D4629 (Standard Test Method for Trace
Nitrogen in Liquid Petroleum Hydrocarbons by Syringe/Inlet Oxida-
tive Combustion and Chemiluminescence Detection).
(4) The American Petroleum Institute (API) gravity index
may be determined by the active version of ASTM Test Method D287
(Standard Test Method for API Gravity of Crude Petroleum and Petro-
leum Products (Hydrometer Method)).
(5) The viscosity may be determined by the active version
of ASTM Test Method D445 (Standard Test Method for Kinematic Vis-
cosity of Transparent and Opaque Liquids (the Calculation of Dynamic
Viscosity)).
(6) The ashpoint may be determined by the active version
of ASTM Test Method D93 (Standard Test Methods for Flash-Point by
Pesky-Martens Closed Cup Tester).
(7) The distillation temperatures may be determined by the
active version of ASTM Test Method D86 (Standard Test Method for
Distillation of Petroleum Products at Atmospheric Pressure).
(b) Modications to the testing methods and procedures in this
section may be approved by the executive director after consultation
with and agreement by the United States Environmental Protection
Agency (EPA).
(c) The executive director, upon application, may approve al-
ternative diesel fuel formulations as prescribed under §114.312(f) of
this title (relating to Low Emission Diesel Standards) in accordance
with the following procedures.
(1) The applicant shall initially submit a proposed test pro-
tocol to the executive director for approval, that must include:
(A) the identity of the entity that will conduct the tests
described in paragraph (4) of this subsection;
(B) a testing plan with test procedures that are consis-
tent with the requirements of paragraphs (2) and (4) of this subsection;
(C) fuel analysis test data showing that the candidate
fuel meets the specications for the appropriate Grade No. 1-D S15
or Grade No. 2-D S15 diesel fuel as specied in the active version of
ASTM D975, except for lubricity, and identifying the characteristics of
the candidate fuel identied in paragraph (2) of this subsection;
(D) fuel analysis test data showing that the fuel to be
used as the reference fuel satises the characteristics identied in para-
graph (3) of this subsection;
(E) a detailed description of the reasonable quality as-
surance and quality control procedures that will be implemented by the
entity identied in subparagraph (A) of this paragraph to ensure the va-
lidity of the testing being performed; and
(F) notication of any outlier identication and exclu-
sion procedure that will be used, and a demonstration that any such
procedure meets generally accepted statistical principles.
(2) The applicant shall supply the candidate fuel to be used
in the comparative testing in accordance with paragraph (4) of this sub-
section.
(A) The sulfur content, total aromatic hydrocarbon con-
tent, polycyclic aromatic hydrocarbon, nitrogen content, cetane num-
ber, API gravity index, viscosity at 40 degrees Celsius, ash point, and
distillation (in degrees Fahrenheit) of the candidate fuel must be deter-
mined as the average of three tests conducted in accordance with the
referenced test method specied in subsection (a) of this section.
(B) For alternative diesel fuel formulations that use an
additive in the candidate fuel to achieve reductions, the applicant shall
provide to the executive director upon application, the identity, chemi-
cal composition, and concentration of each additive used in the formu-
lation and the test method by which the presence and concentration of
the additive may be determined.
(C) The applicant may also specify any other parame-
ters for the candidate fuel, along with the test method for determining
the parameters. The applicant shall provide the chemical composition
of each additive in the candidate fuel, except when the chemical com-
position of an additive is not known to either the applicant or to the
manufacturer of the additive (if other), the applicant may provide a full
disclosure of the chemical process of manufacture of the additive in
lieu of its chemical composition.
(3) The reference fuel used in the comparative testing de-
scribed in paragraph (4) of this subsection must be produced from
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straight-run diesel fuel by a hydrodearomatization process and must
have the following characteristics determined in accordance with the
referenced test method specied in subsection (a) of this section:
(A) sulfur content - 15 parts per million maximum;
(B) total aromatic hydrocarbon content - 10% maxi-
mum, volume percent;
(C) polycyclic aromatic hydrocarbon content - 1.4%,
maximum weight percent;
(D) nitrogen content - ten parts per million, maximum;
(E) cetane number - 48, minimum;
(F) API gravity index - 33 to 39 degrees;
(G) viscosity at 40 degrees Celsius - 2.0 to 4.1 centis-
tokes;
(H) ash point - 130 degrees Fahrenheit, minimum; and
(I) distillation:
(i) initial boiling point - 340 to 420 degrees Fahren-
heit;
(ii) 10% point - 400 to 490 degrees Fahrenheit;
(iii) 50% point - 470 to 560 degrees Fahrenheit;
(iv) 90% point - 550 to 610 degrees Fahrenheit; and
(v) end point - 580 to 660 degrees Fahrenheit.
(4) Exhaust emission tests using the candidate fuel and the
reference fuel specied in paragraph (3) of this subsection must be con-
ducted in accordance with the federal test procedures as specied in
40 Code of Federal Regulations Part 86 (Control of Emissions from
New and In-Use Highway Vehicles and Engines), Subpart N (Emis-
sion Regulations for New Otto-Cycle and Diesel Heavy-Duty Engines
- Gaseous and Particulate Exhaust Test Procedures), as amended.
(A) The tests must be performed using a Detroit Diesel
Corporation Series-60 engine or an engine specied by the applicant
and approved by the executive director to be equally representative of
the post-1990 model year heavy-duty diesel engine eet. The test en-
gine must have a minimum of 125 hours of use and exhibit stable oper-
ation before beginning the testing specied in this paragraph and must
not exceed 110% of its applicable exhaust emission standards when us-
ing the reference fuel specied in paragraph (3) of this subsection.
(B) The comparative testing must be conducted by a
third party that is mutually agreed upon by the executive director and
the applicant. The applicant shall be responsible for all costs of the
comparative testing.
(C) The applicant shall ensure that one of the test se-
quences in clause (i) or (ii) of this subparagraph is used to conduct the
exhaust emissions tests.
(i) If both cold start and hot start exhaust emission
tests are conducted, a minimum of ve exhaust emission tests, each
test consisting of at least one cold start and two hot start cycles, must
be performed on the engine with each fuel, using either of the following
sequences, where "R" is a test on the reference fuel and "C" is a test on
the candidate fuel: RC RC RC (and continuing in the same order) or RC
CR RC CR RC (and continuing in the same order). The engine mapping
procedures and a conditioning transient cycle must be conducted with
the reference fuel before each cold start procedure using the reference
fuel. The reference cycle used for the candidate fuel must be the same
cycle as that used for the fuel preceding it.
(ii) If only hot start exhaust emission tests are con-
ducted, one of the following test sequences must be used throughout
the testing, where "R" is a test on the reference fuel and "C" is a test on
the candidate fuel, each test consisting of at least three hot start cycles:
(I) Alternative 1: RC CR RC CR (continuing in
the same order for a given calendar day; a minimum of 20 individual
hot start cycles must be completed with each fuel);
(II) Alternative 2: RR CC RR CC (continuing in
the same order for a given calendar day; a minimum of 20 individual
hot start cycles must be completed with each fuel);
(III) Alternative 3: RRR CCC RRR CCC (con-
tinuing in the same order for a given calendar day; a minimum of 21
individual hot start cycles must be completed with each fuel); or
(IV) Alternative 4: RR CCC RR (a minimum of
six hot start cycles must be performed on the reference fuel followed
with a conditioning period not to exceed 72 hours of engine operation
on the candidate fuel before the rst individual hot start emission test
on the candidate fuel is performed; the conditioning cycle must repre-
sent normal engine operation; a minimum of nine hot start cycles must
be performed on the candidate fuel after the conditioning period; only
the emissions from the tests on the reference fuel conducted before the
candidate fuel tests must be used in the calculations conducted in ac-
cordance with paragraph (5) of this subsection; a minimum of six hot
start cycles must be performed on the reference fuel after the candidate
fuel tests to determine any carry-over effect that may occur from the
use of the candidate fuel).
(iii) For alternatives 1, 2, and 3, an equal number of
tests must be conducted using the reference fuel and the candidate fuel
on any given calendar day. At the beginning of each calendar day, the
sequence of testing must begin with the fuel that was tested at the end
of the preceding day.
(iv) For all alternatives, the engine mapping proce-
dures and a conditioning transient cycle must be conducted after every
fuel change and/or at the beginning of each day. The reference cycle
generated from the reference fuel for the rst test must be used for all
subsequent tests.
(v) Each paired or triplicate series of individual tests
must be averaged to obtain a single value that would be used in the cal-
culations conducted in accordance with paragraph (5) of this subsec-
tion.
(D) The applicant shall submit a test schedule to the ex-
ecutive director at least one week prior to commencement of the tests.
The test schedule must identify the days that the tests will be conducted,
and must provide for conducting the test consecutively without sub-
stantial interruptions other than those resulting from the normal hours
of operations at the test facility. The executive director or his designee
shall be permitted to observe any tests. The party conducting the test-
ing shall maintain a test log that identies all tests conducted, all en-
gine mapping procedures, all physical modications to or operational
tests of the engine, all re-calibrations or other changes to the test instru-
ments, and all interruptions between tests and the reason for each such
interruption. All tests conducted in accordance with the test schedule,
other than any tests rejected in accordance with an outlier identication
and exclusion procedure included in the approved test protocol, must
be included in the comparison of emissions in accordance with para-
graph (5) of this subsection.
(E) In each test of a fuel, exhaust emissions of oxides of
nitrogen (NO
x
), total hydrocarbons (THC), non-methane hydrocarbons
(NMHC), and particulate matter (PM) must be measured.
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(F) The exhaust emissions tests described in this para-
graph must not be conducted until the test protocol as described in para-
graph (1) of this subsection is approved by the executive director.
(G) Upon completion of the tests described in this para-
graph, the applicant may submit an application for certication to the
executive director. The application must include the approved test pro-
tocol, all of the fuel analysis and emissions test data, a copy of the
complete test log prepared in accordance with subparagraph (D) of this
paragraph, a demonstration that the candidate fuel meets the require-
ments for certication specied in this subsection, and other informa-
tion as the executive director may reasonably require. Upon review of
the certication application, the executive director shall grant or deny
the application. Any denial must be accompanied by a written state-
ment of the reasons for denial.
(5) The average emissions during testing with the candi-
date fuel must be compared to the average emissions during testing
with the reference fuel specied in paragraph (3) of this subsection,
applying one-sided Student’s t statistics as set forth in Snedecar and
Cochran, Statistical Methods (7th edition), page 91, Iowa State Uni-
versity Press, 1980. The executive director may issue a certication in
accordance with this paragraph only if the executive director makes all
of the following determinations:
(A) the average individual emissions of NO
x
and PM,
respectively, recorded during testing with the candidate fuel are com-
parable or better than the average individual emissions of NO
x
and PM,
respectively, recorded during testing with the reference fuel;
(B) use of any additive identied in accordance with
paragraph (2)(B) of this subsection in diesel powered engines will not
increase emissions of noxious or toxic substances that would not be
emitted by such engines operating without the additive;
(C) in order for the determinations in subparagraph (A)
of this paragraph to be made, for each referenced pollutant the candi-
date fuel must satisfy the following relationship; and
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(D) the average individual emissions of THC and
NMHC, respectively, recorded during testing with the candidate fuel
do not exceed the test engine’s applicable exhaust emission standards.
(6) If the executive director nds that a candidate fuel has
been properly tested in accordance with this subsection, and makes the
determinations specied in paragraph (5) of this subsection, then the
executive director may, after consultation with the EPA, issue an ap-
proval notication certifying that the alternative diesel fuel formula-
tion represented by the candidate fuel may be used to satisfy the re-
quirements of §114.312(a) of this title. The approval notication must
identify all of the relevant characteristics of the candidate fuel deter-
mined in accordance with paragraph (2) of this subsection.
(A) The approval notication must identify the follow-
ing specications of the alternative diesel fuel formulation as approved
under this subsection:
(i) the total aromatic hydrocarbon content, cetane
number, or other characteristics as appropriate and as determined in
accordance with the test methods identied in subsection (a) of this
section; or
(ii) for an alternative diesel fuel formulation using
an additive to achieve reductions, the identity and minimum concen-
tration or treatment rate of the additive, the minimum specications
of the base diesel fuel used in the approved formulation, and the test
method or methods that must be used to satisfy the monitoring require-
ments of §114.316 of this title (relating to Monitoring, Recordkeeping,
and Reporting Requirements).
(B) The approval notication must assign an identica-
tion number to the specic approved alternative diesel fuel formulation.
(d) Notwithstanding subsection (c) of this section, the exec-
utive director, upon application, may approve alternative diesel fuel
formulations as prescribed under §114.312(f) of this title that may be
used to satisfy the requirements of §114.312(b) and (c) of this title if the
applicant has demonstrated to the satisfaction of the executive director
and the EPA that the formulation will achieve comparable or better re-
ductions in emissions of NO
x
and PM.
(1) For alternative diesel fuel formulations that use an ad-
ditive to achieve reductions, the applicant shall provide to the executive
director upon application, the identity, chemical composition, and con-
centration of each additive used in the formulation, and the test method
by which the presence and concentration of the additive may be deter-
mined.
(2) If the alternative diesel fuel formulation has been
demonstrated to the satisfaction of the executive director and the
EPA to achieve comparable or better reductions in emissions of NO
x
and PM under this subsection, then the executive director may issue
an approval notication certifying that the alternative diesel fuel
formulation may be used to satisfy the requirements of §114.312(a) of
this title.
(A) The approval notication must identify the follow-
ing specications of the alternative diesel fuel formulation as approved
under this subsection:
(i) the total aromatic hydrocarbon content, cetane
number, or other parameters as appropriate and as determined in accor-
dance with the test methods identied in subsection (a) of this section;
or
(ii) for an alternative diesel fuel using an additive to
achieve reductions, the identity and minimum concentration or treat-
ment rate of the additive, the minimum specications of the base fuel
used in the approved formulation, and the test method or methods that
must be used to satisfy the monitoring requirements of §114.316 of this
title.
(B) The approval notication must assign an identica-
tion number to the specic approved alternative diesel fuel formulation.
(3) The demonstration required under this subsection may
be satised using the Unied Model as described in the EPA staff
discussion document, Strategies and Issues in Correlating Diesel Fuel
Properties with Emissions, Publication Number EPA420-P-01-001,
published July 2001, to demonstrate that the applicable fuel properties
of the alternative diesel fuel formulation will achieve at least a 5.5%
reduction in NO
x
emissions from on-road diesel fuel for the year 2007,
and at least a 6.2% reduction in NO
x
emissions from non-road diesel.
(4) The demonstration required under this subsection may
be satised by the verication of an alternative diesel fuel formulation
by the Air Pollution Control Technologies Center, a center under the
EPA’s Environmental Technology Verication Program, and the EPA’s
Ofce of Transportation and Air Quality’s Voluntary Diesel Retrot
Program, demonstrating at least a 5.78% reduction in NO
x
emissions
when compared against a base diesel fuel with fuel properties within
the ranges as described for nationwide average fuel in EPA’s Verica-
tion Protocol for Determination of Emissions Reductions Obtained by
Use of Alternative or Reformulated Liquid Fuels, Fuel Additives, Fuel
Emulsions, and Lubricants for Highway and Nonroad Use Diesel En-
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gines and Light Duty Gasoline Engines and Vehicles (Revision No. 03,
September 2003).
§114.316. Monitoring, Recordkeeping, and Reporting Requirements.
(a) Every producer or importer that has elected to sell, offer for
sale, supply, or offer for supply diesel fuel that may ultimately be used
in counties listed in §114.319 of this title (relating to Affected Counties
and Compliance Dates) is subject to the applicable requirements of this
section.
(b) All records relating to low emission diesel (LED) sampling
must contain a statement declaring whether the aromatic hydrocarbon
content of the sample conforms to the basic standard as specied in
§114.312(b) of this title (relating to Low Emission Diesel Standards),
to a designated alternative limit (DAL) in accordance with §114.313
of this title (relating to Designated Alternative Limits), to a limit as
accepted under §114.312(e) of this title, or whether the diesel fuel
conforms to an alternative diesel fuel formulation approved under
§114.312(f) of this title.
(c) Each producer or importer of a diesel fuel that conforms
to §114.312(a) - (e) of this title shall sample and test for the aromatic
hydrocarbon content and minimum cetane number in each nal blend
of LED that the producer or importer has produced or imported, by
collecting and analyzing a representative sample of diesel fuel taken
using the methodologies specied in §114.315 of this title (relating to
Approved Test Methods). The producer or importer shall maintain, for
two years from the date of each sampling, records showing the sample
date, identity of blend sampled, container or other vessel sampled, -
nal blend volume, and the aromatic hydrocarbon content and minimum
cetane number. All diesel fuel produced by the producer or imported
by the importer and not tested as LED by the producer or importer as re-
quired by this section will be deemed to exceed the standards specied
in §114.312 of this title, unless the producer or importer demonstrates
that the diesel fuel meets those standards and limits.
(d) Each producer or importer of a diesel fuel that conforms to
§114.312(f) of this title shall sample and test for the appropriate compo-
nents of the alternative diesel fuel formulation as listed in the approval
notication issued by the executive director under §114.315(c) or (d)
of this title in each nal blend of LED that the producer or importer
has produced or imported, by collecting and analyzing a representa-
tive sample of diesel fuel taken from the nal blend, using the method-
ologies specied in §114.315 of this title. If a producer or importer
blends the diesel fuel components of the approved alternative diesel
fuel formulation to produce a nal blend of LED directly to pipelines,
tank ships, railway tank cars, or trucks and trailers, the loading(s) must
be sampled and tested for the appropriate components of the alterna-
tive diesel fuel formulation as approved by the executive director by
the producer or importer or authorized contractor at a rate of one sam-
ple and test per 250,000 gallons of LED produced. The producer or
importer shall maintain records showing the sample date, identity of
blend sampled, container or other vessel sampled, nal blend volume,
and the content of the appropriate fuel components for two years from
the date of each sampling. All diesel fuel produced by the producer
or imported by the importer and not tested as LED by the producer or
importer as required by this section will be deemed to exceed the stan-
dards specied in §114.312 of this title, unless the producer or importer
demonstrates that the diesel fuel meets those standards and limits.
(e) If the alternative diesel fuel formulation being sampled and
tested under subsection (d) of this section contains an additive system,
the nal blend must be sampled and tested for the content of the appro-
priate fuel components of the base fuel and additive as listed in the ap-
proval notication issued by the executive director under §114.315(c)
or (d) of this title, and the producer or importer or authorized contrac-
tor shall maintain records showing that sufcient additive was added
to maintain the appropriate additive concentration as approved by the
executive director. If the additive is approved by the executive director
for use with diesel fuel produced to comply with the fuel content stan-
dards specied in 40 Code of Federal Regulations §80.520, the testing
for the content of the fuel components of the base fuel is not required.
(f) A producer or importer subject to the requirements of this
division shall provide to the executive director any records required to
be maintained by the producer or importer in accordance with this sec-
tion within 15 days of a written request from the executive director,
if the request is received before expiration of the period during which
the records are required to be maintained. Whenever a producer or
importer fails to provide records regarding a nal blend of LED in ac-
cordance with the requirements of this section, the nal blend of diesel
fuel will be presumed to have been sold by the producer or importer in
violation of the standards specied in §114.312 of this title, to which
the producer or importer has elected to be subject.
(g) All parties in the distribution chain (producer, importer,
terminals, pipelines, truckers, rail carriers, and retail fuel dispensing
outlets) subject to the provisions of §114.312 of this title shall maintain
copies or records of product transfer documents for a minimum of two
years and shall upon request, make such copies or records available to
representatives of the commission, United States Environmental Pro-
tection Agency, or local air pollution agency having jurisdiction in the
area. The product transfer documents must contain, at a minimum, the
following information:
(1) the date of transfer;
(2) the name and address of the transferor;
(3) the name and address of the transferee;
(4) in the case of transferors or transferees who are produc-
ers or importers, the registration number of those persons as assigned
by the commission under §114.314 of this title (relating to Registration
of Diesel Producers and Importers);
(5) the volume of diesel fuel being transferred;
(6) the location of the diesel fuel at the time of transfer; and
(7) one of the following certication statements, as appro-
priate:
(A) "This product is Texas low emission diesel and may
be used as fuel for diesel engines in any Texas county requiring the use
of low emission diesel fuel."; or
(B) "This product may not be used as fuel for diesel en-
gines in any Texas county requiring the use of low emission diesel fuel
without further processing."; or
(C) "This product has been produced under a TCEQ ap-
proved alternative emission reduction plan and may be used as fuel for
diesel engines in any Texas county requiring the use of low emission
diesel fuel."
(h) For each nal blend that is sold or supplied by a producer
or importer from the party’s production facility or import facility, and
that contains volumes of diesel fuel that the party has produced and
imported and volumes that the party neither produced nor imported, the
producer or importer shall establish, maintain, and retain adequately
organized records containing the following information.
(1) The volume of diesel fuel in the nal blend that was not
produced or imported by the producer or importer, the identity of the
person(s) from whom such diesel fuel was acquired, the date(s) that it
was acquired, and the invoice(s) representing the acquisition(s).
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(2) The aromatic hydrocarbon content and the cetane num-
ber of the volume of diesel in the nal blend that was not produced or
imported by the producer or importer, determined either by:
(A) sampling and testing by the producer or importer of
the acquired diesel fuel represented in the nal blend; or
(B) written results of sampling and test of the diesel fuel
supplied by the person(s) from whom the diesel fuel was acquired.
(3) A producer or importer subject to this subsection shall
establish such records by the time the nal blend triggering the require-
ments is sold or supplied from the production or import facility, and
shall retain such records for two years from such date. During the pe-
riod of required retention, the producer or importer shall make any of
the records available to the executive director upon request.
(i) Each producer or importer electing to sell, offer for sale,
supply, or offer to supply LED in accordance with §114.312 of this title
shall provide a quarterly summation report to the executive director no
later than the 45th day following the end of the calendar quarter. The
quarterly report must provide, at a minimum, the information required
to be collected by subsections (c) - (e), and (h) of this section and a
reconciliation of the quarter’s transactions relative to the requirements
of subsections (c) - (e), and (h) of this section. Updates or revisions to
estimated transaction volumes required by subsections (c) - (e) of this
section must be included in this report.
(j) Each producer or importer electing to sell, offer for sale,
supply, or offer to supply LED under §114.312(e) of this title shall pro-
vide to the executive director, as applicable, a copy of the executive
order issued by the California Air Resources Board (CARB) for the
Certied Diesel Fuel Formulation used to produce the LED or docu-
mentation demonstrating that the LED has been produced to meet all
specications for diesel fuel under regulations adopted by the CARB,
except for those approved for small renery compliance, that were in
effect as of January 18, 2005, and shall comply with the requirements
of subsections (c) and (h) of this section using the fuel specications
for aromatic hydrocarbon and cetane set by this executive order or reg-
ulations.
(k) Each producer electing to sell, offer for sale, supply, or of-
fer to supply diesel fuel in accordance with §114.318 of this title (re-
lating to Alternative Emission Reduction Plan) shall comply with the
sampling and testing requirements of subsections (d) and (e) of this sec-
tion for the appropriate fuel components of the diesel upon which the
projected emission reductions were based. Each producer shall provide
a quarterly report to the executive director no later than the 45th day
following the end of the calendar quarter. The quarterly report must
provide, at a minimum, the following information:
(1) the volume of diesel fuel produced by the producer that
is subject to the provisions of the alternative emission reduction plan
as approved by the executive director;
(2) the volume of diesel fuel that was not produced by the
producer but was sold or supplied by the producer in the counties listed
in §114.319 of this title and is subject to the provisions of the alternative
emission reduction plan as approved by the executive director and the
identity of the persons(s) from whom such diesel fuel was acquired and
the date(s) that it was acquired. The producer shall retain records of the
invoice(s) representing the acquisition(s) for two years from such date;
and
(3) the information required to be collected in accordance
with the sampling and testing requirements of this subsection and a
reconciliation of the quarter’s transactions relative to the requirements
of this subsection for the appropriate fuel components of the diesel fuel
that the projected emission reductions demonstrated in the producer’s
alternative emission reduction plan were based upon.
§114.318. Alternative Emission Reduction Plan.
(a) Diesel fuel that is sold, offered for sale, supplied, or offered
for supply by a producer who submits an alternative emission reduction
plan in accordance with subsection (b) of this section that is approved
by the executive director will be considered in compliance with the re-
quirements of §114.312(a) of this title (relating to Low Emission Diesel
Standards).
(b) An alternative emission reduction plan must demonstrate
that the emission reductions associated with compliance of this division
(relating to Low Emission Diesel) that are attributable to the volume of
diesel fuel that is sold, offered for sale, supplied, or offered for sup-
ply by the producer to the affected counties listed under §114.319(b)
of this title (relating to Affected Counties and Compliance Dates) each
year will be achieved through an equivalent substitute fuel strategy in
accordance with either one or a combination of the following proce-
dures.
(1) A producer shall demonstrate for each specic group
of affected counties listed under each paragraph of §114.319(b) of this
title, using the Unied Model as described in the United States Envi-
ronmental Protection Agency (EPA) staff discussion document, Strate-
gies and Issues in Correlating Diesel Fuel Properties with Emissions,
Publication Number EPA420-P-01-001, published July 2001, and us-
ing only the diesel fuel that is sold, offered for sale, supplied, or offered
for supply by the producer in the specic counties listed in each group
to determine the average fuel properties to be used for the demonstra-
tion applicable to each group of affected counties, the following:
(A) the average fuel properties of all on-road diesel fuel
produced in any given calendar year that is sold, offered for sale, sup-
plied, or offered for supply by the producer in the applicable group of
affected counties achieve at least a 5.5% reduction in oxides of nitro-
gen (NO
x
) emissions for the year 2007; and
(B) the average fuel properties of all non-road diesel
produced in any given calendar year that is sold, offered for sale, sup-
plied, or offered for supply by the producer in the applicable group of
affected counties achieve at least a 6.2% reduction in NO
x
emissions.
(2) A producer shall demonstrate for the counties listed in
§114.319(b)(4) of this title, the total number of barrels of noncompli-
ant diesel fuel that may be offset by credits from early gasoline sulfur
reduction using the following methodology or the methodology speci-
ed in paragraph (3) of this subsection.
(A) The credits from early gasoline sulfur reduction as
determined in subparagraph (C) of this paragraph and paragraph (3)(A)
of this subsection will be based on the actual level of sulfur in a pro-
ducer’s gasoline that was below the sulfur levels identied in the EPA’s
MOBILE6 model as the default renery average and cap for conven-
tional gasoline in each applicable year and as reported by the producer
to EPA in accordance with 40 Code of Federal Regulations (CFR)
§80.105 for 2003, and 40 CFR §80.370 for 2004 and 2005.
(B) The credits from early gasoline sulfur reduction
can only be generated from the gasoline supplied by the producer
in calendar years 2003, 2004, and 2005, to the counties listed in
§114.319(b)(4) of this title and these credits, as determined in accor-
dance with the applicable gasoline-to-diesel offset ratios calculated
under subparagraph (D) of this paragraph, can only be used in the
counties listed in §114.319(b)(4) of this title to demonstrate compli-
ance through December 31, 2010.
(C) The credits from early gasoline sulfur reduction will
be determined based on the level of sulfur reduction in each year using
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the following methodologies and subject to the applicable gasoline-to-
diesel offset ratios determined using the methodology specied under
subparagraph (D) of this paragraph.
(i) Methodology 1 - valid only for 2003 gasoline sul-
fur values between 259 parts per million (ppm) and 30 ppm.
Figure: 30 TAC §114.318(b)(2)(C)(i)
(ii) Methodology 2 - valid only for 2004 gasoline
sulfur values between 121 ppm and 30 ppm.
Figure: 30 TAC §114.318(b)(2)(C)(ii)
(iii) Methodology 3 - valid only for 2005 gasoline
sulfur values between 92 ppm and 30 ppm.
Figure: 30 TAC §114.318(b)(2)(C)(iii)
(D) To determine the number of barrels of noncompli-
ant diesel fuel that may be offset by credits from early gasoline sulfur
reduction, the actual number of barrels of lower sulfur gasoline sup-
plied by the producer to the counties listed in §114.319(b)(4) of this
title annually in 2003, 2004, and 2005, must be divided by the gaso-
line-to-diesel offset ratio determined in accordance with the following
methodology.
Figure: 30 TAC §114.318(b)(2)(D)
(3) A producer shall demonstrate for the counties listed in
§114.319(b)(4) of this title the total number of barrels of noncompliant
diesel fuel that may be offset by credits from early gasoline sulfur re-
duction using the percentage of NO
x
emission reductions attributed to
on-road diesel for 2007 calculated with the Unied Model as described
in paragraph (1) of this subsection, and the average fuel properties of
the diesel fuel that is sold, offered for sale, supplied, or offered for
supply by the producer in these specic counties, to determine the ap-
plicable offset ratio to be applied to the actual number of barrels of
lower sulfur gasoline supplied by the producer to the counties listed in
§114.319(b)(4) of this title annually in 2003, 2004, and 2005.
(A) To determine the number of barrels of noncompli-
ant diesel fuel that may be offset by credits from early gasoline sulfur
reduction, the actual number of barrels of lower sulfur gasoline sup-
plied by the producer to the counties listed in §114.319(b)(4) of this
title annually in 2003, 2004, and 2005, must be divided by the gaso-
line-to-diesel offset ratio determined in accordance with the following
methodology.
Figure: 30 TAC §114.318(b)(3)(A)
(B) The credits from early gasoline sulfur reduction can
only be generated from the gasoline supplied by the producer in calen-
dar years 2003, 2004, and 2005, to the counties listed in §114.319(b)(4)
of this title and these credits, as determined in accordance with the
applicable gasoline-to-diesel offset ratios as calculated in accordance
with subparagraph (A) of this paragraph, can only be used in the coun-
ties listed in §114.319(b)(4) of this title for compliance through De-
cember 31, 2010.
(4) A producer shall demonstrate for the counties listed in
§114.319(b)(1) or (2) of this title, respectively, the total number of bar-
rels of noncompliant diesel fuel that may be offset by credits from the
residual effects of early gasoline sulfur reduction on the NO
x
emission
reduction efciencies of catalytic converters installed in gasoline-pow-
ered motor vehicles by using the following methodology.
(A) The credits from the residual effect of early gaso-
line sulfur reduction may only be generated by the volume of refor-
mulated gasoline supplied by the producer in 2004 and 2005 to the
counties listed in §114.319(b)(1) or (2) of this title, that had an aver-
age sulfur level reported by the producer to EPA in accordance with 40
CFR §80.370 that was below the sulfur level of 92 ppm in 2004, and
77 ppm in 2005.
(B) The number of barrels of noncompliant diesel fuel
that may be offset by credits from the residual effects of early gasoline
sulfur reduction will be determined by dividing the actual number of
barrels of lower sulfur gasoline determined to be eligible to generate
credit in accordance with subparagraph (A) of this paragraph by the
following gasoline-to-diesel offset ratio as applicable.
(i) The gasoline-to-diesel offset ratio for eligible
lower sulfur gasoline supplied to the counties listed in §114.319(b)(1)
of this title will be 32.0 for calendar years 2006 through 2008.
(ii) The gasoline-to-diesel offset ratio for eligible
lower sulfur gasoline supplied to the counties listed in §114.319(b)(2)
of this title will be 66.0 for calendar years 2006 through 2008.
(C) The credits from the residual effects of early gaso-
line sulfur reduction as determined in accordance with subparagraph
(B)(i) or (ii) of this paragraph can only be used in the counties listed in
§114.319(b)(1) or (2) of this title, respectively, for compliance through
December 31, 2008.
(c) All alternative emission reduction plans approved by the
executive director prior to December 16, 2005, will expire on Decem-
ber 31, 2006, with the following exception. The executive director may
allow a producer operating under an alternative emission reduction plan
approved by the executive director prior to December 16, 2005, to con-
tinue to operate under that plan for a limited time beyond December 31,
2006, if all the following conditions are demonstrated to the satisfac-
tion of the executive director:
(1) the producer’s alternative emission reduction plan re-
lied on the use of an alternative diesel formulation that has not been
approved by the executive director under §114.315(c) of this title (re-
lating to Approved Test Methods);
(2) the producer has submitted an application to the Air
Pollution Control Technologies (APCT) Center, a center under the
EPA’s Environmental Technology Verication (ETV) Program, and
the EPA’s Ofce of Transportation and Air Quality’s Voluntary Diesel
Retrot Program to pursue verication of this alternative diesel fuel
formulation to demonstrate that it will achieve at least a 5.78% reduc-
tion in NO
x
emissions when compared against a base diesel fuel with
fuel properties within the ranges as described for nationwide average
fuel in EPA’s Verication Protocol for Determination of Emissions
Reductions Obtained by Use of Alternative or Reformulated Liquid
Fuels, Fuel Additives, Fuel Emulsions, and Lubricants for Highway
and Nonroad Use Diesel Engines and Light Duty Gasoline Engines
and Vehicles (Revision No. 03, September 2003);
(3) the producer has a contract with the APCT Center to
perform the verication testing that is signed by both parties and paid
in full by September 1, 2006; and
(4) the emissions testing as specied under an ETV test
plan approved by both the APCT Center and EPA is completed before
December 1, 2006.
(d) An alternative emission reduction plan must be approved
by the executive director prior to the use of that plan for compliance
with the requirements of this section.
(e) The executive director shall approve or disapprove alterna-
tive emission reduction plans that have been submitted by producers in
accordance with subsection (b) of this section within 45 days of sub-
mittal.
(f) Alternative emission reduction plans submitted to the ex-
ecutive director in accordance with subsection (b) of this section must
contain sufcient documentation to validate the average diesel fuel
properties used in accordance with subsection (b)(1) or (2) of this sec-
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tion and, as appropriate, the sulfur properties and volumes of the gaso-
line that is being used to generate credit in accordance with subsection
(b)(3) or (4) of this section.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602361
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Effective date: May 17, 2006
Proposal publication date: December 16, 2005
For further information, please call: (512) 239-0348
SUBCHAPTER J. OPERATIONAL CONTROLS
FOR MOTOR VEHICLES
DIVISION 2. LOCALLY ENFORCED MOTOR
VEHICLE IDLING LIMITATIONS
30 TAC §114.512, §114.517
The Texas Commission on Environmental Quality (commission
or TCEQ) adopts the amendments to §114.512 and §114.517
without changes to the proposed text as published in the Novem-
ber 25, 2005, issue of the Texas Register (30 TexReg 7828) and
will not be republished.
The amended sections as adopted will be submitted to the
United States Environmental Protection Agency (EPA) as revi-
sions to the state implementation plan (SIP).
BACKGROUND AND SUMMARY OF THE FACTUAL BASIS
FOR THE ADOPTED RULES
The commission adopts these revisions to Chapter 114, Control
of Air Pollution from Motor Vehicles, and to the SIP in order to
reduce ground-level ozone from fuel combustion resulting from
motor vehicle idling.
The concept of an early, voluntary eight-hour air quality plan, or
early action compact (EAC), was endorsed by EPA Region 6 in
June 2002 then slightly modied and made available nationally
in November 2002. The EACs are tailored to local needs and
driven by local decisions. A key point of an EAC is the exibility
afforded areas to select emission reduction measures. Based
on quality science, signatories may choose the combination of
measures that meet both local needs and emission reduction
targets. Each EAC recognizes that not every entity within the
EAC area will implement every measure.
Chapter 114, Subchapter J, Operational Controls for Motor Ve-
hicles, Division 2, Locally Enforced Motor Vehicle Idling Limita-
tions rule, was proposed at the request of the local air quality
planning organization in the Austin EAC area (Bastrop, Cald-
well, Hays, Travis, and Williamson Counties) for use as a con-
trol strategy in its EAC agreement to maintain attainment with the
federal eight-hour ozone national ambient air quality standards.
The rule package also provided local governments in other areas
of the state the option of applying these rules in their areas when
additional control measures were needed to achieve or maintain
attainment of the federal eight-hour ozone standard in the future.
The rules were adopted on November 17, 2004.
The December 18, 2002, EAC committed the commission to in-
corporate a Clean Air Action Plan for the Austin area into the
SIP and adopt a revised SIP by December 31, 2004. The idling
restriction rule was part of that attainment demonstration. While
the Austin Metropolitan Statistical Area (MSA) was monitoring
attainment with the eight-hour ozone standard, future monitor-
ing could have shown nonattainment. Therefore, members of
the Austin MSA worked to ratify a memorandum of agreement
(MOA) with the TCEQ that would allow them to enforce the idling
restriction rule in their region. The Locally Enforced Idling Re-
striction MOA was signed by the commission and members of
the Austin EAC area on August 1, 2005. Members of the Austin
EAC area signing the MOA included the counties of Bastrop,
Caldwell, Hays, Travis, and Williamson and the cities of Austin,
Bastrop, Elgin, Lockhart, Luling, Round Rock, and San Marcos.
In meetings with ofcials of the Austin EAC to develop the
idling rule MOA, concerns arose regarding language in the
locally enforced idling restrictions. Austin EAC members voiced
concern that parts of §114.517, Exemptions, were ambiguous
and needed revision. Members of the Austin EAC felt that
§114.517(7) and (8) could be misinterpreted to mean that a
transit vehicle could idle for a total of one hour. There was
also concern that the commission’s rule conicted with Texas
Department of Transportation (TxDOT) guidelines for vehicle
idling by employees. Austin EAC members brought to the
commission’s attention TxDOT’s policy regarding idling. The
guidelines advise employees to idle their vehicles to operate the
air conditioner or heating system for employee health and safety
while they perform an essential job function related to roadway
construction or maintenance. In many instances on-road and
off-road vehicles at roadway construction sites must remain in
idle mode during normal operations. The commission agrees
with the Austin EAC members that the locally enforced idling
restrictions should be revised in light of these concerns. At the
request of the Austin EAC members, the commission adopts
revisions to the locally enforced motor vehicle idling rule.
The commission also adopts revisions to the idling rule to
conform to legislation passed in 2005. On May 16, 2005, the
79th Legislature passed House Bill (HB) 1540, amendments to
Texas Health and Safety Code, Chapter 382, Subchapter B,
§382.0191, Idling of Motor Vehicle While Using Sleeper Berth.
The bill, effective September 1, 2005, states that the "commis-
sion may not prohibit or limit the idling of a motor vehicle when
idling is necessary to power a heater or air conditioner while a
driver is using the vehicle’s sleeper berth for a government-man-
dated rest period." In addition, the bill states that, "no driver
using the vehicle’s sleeper berth may idle the vehicle in a school
zone or within 1,000 feet of a public school during its hours of
operation," or else be subject to a ne not to exceed $500.
This rulemaking amends the rule on idling limits for gasoline
and diesel-powered engines in motor vehicles within the juris-
diction of any local government in the state that has signed an
MOA with the commission to delegate enforcement to that local
government. Local enforcement is crucial to the effective im-
plementation of rules to reduce the extended idling of gasoline
and diesel-powered heavy-duty vehicles and will help to ensure
the reduction in nitrogen oxides (NO
x
) and volatile organic com-
pound (VOC) emissions, which is needed by local governments
to achieve or maintain attainment of the federal eight-hour ozone
standard. These idling limits will lower NO
x
emissions and other
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pollutants from fuel combustion. Because NO
x
is a precursor to
ground-level ozone formation, reduced emissions of NO
x
will re-
sult in ground-level ozone reductions.
Currently, there are no federal regulations governing idle time for
motor vehicles. Therefore, the state has the authority to control
motor vehicle idling. The requirements developed by the com-
mission for this NO
x
emission reduction strategy will result in re-
strictions on the time allowed for motor vehicle idling.
EPA methodology assessing the benets of this NO
x
emission
reduction strategy demonstrated that by the year 2007 the
idling limits will reduce NO
x
emissions in the Austin EAC area
by 0.67 tons per day. The commission believes that these
amendments to the rule will not reduce the amount of reductions
demonstrated.
SECTION BY SECTION DISCUSSION
The amendment to §114.512, Control Requirements for Motor
Vehicle Idling, amends the existing paragraph as subsection (a).
The amendment to §114.512 also adds subsection (b), which es-
tablishes that, "no driver of a motor vehicle may use the vehicle’s
sleeper berth for a government-mandated rest period if the vehi-
cle is within a school zone or within 1,000 feet of a public school
during its hours of operation." Any offense under subsection (b)
is punishable by a ne not to exceed $500. The requirements
under subsection (b) expire on September 1, 2007, just as in HB
1540.
Adopted §114.517(1) provides an exemption for a motor vehicle
that has a gross vehicle weight rating of 14,000 pounds or less,
but only if before September 1, 2007, it does not contain a
sleeping berth. That is to say, after September 1, 2007, any
vehicle that has a gross vehicle weight rating of 14,000 pounds
or less will be exempt from any idling restriction. Until then,
these vehicles that contain a sleeper berth are subject to the
rule. The amendment to §114.517(4) replaces the phrase, "not
including" with "other than." The amendment to §114.517(7)
replaces the phrase, "comfort/safety" with "comfort and safety."
The amendment to §114.517(4) also adds the phrase, "or
public." This change is necessary to combine the exemptions
in §114.517(7) and (8), thereby clarifying the intent of the rule.
The amendment to §114.517(8) eliminates language exempting
idling up to 30 minutes for, "the primary propulsion engine of
a motor vehicle used for transit operations." The amendment
to §114.517(8) adds a new exemption for, "the primary propul-
sion engine of a motor vehicle being used to operate the air
conditioning or heating system for employee health or safety
when the employee is using the vehicle to perform an essential
job function related to roadway construction or maintenance."
One reason this exemption has been added is because in most
types of construction equipment (e.g., dump trucks, etc.) the
operator must remain in the vehicle throughout the workday
for both operational and safety reasons. Furthermore, most
heavy- duty, on-road vehicles such as dump trucks, asphalt
maintenance units, and aerial devices have power takeoff units
that operate ancillary equipment attached to the vehicle and
that are powered by the primary propulsion engine. Therefore,
the primary propulsion engine must remain in an idling mode.
Adopted §114.517(11) allows for the exemption of, "the primary
propulsion engine of a motor vehicle when it is necessary for the
driver to power a heater or air conditioner while he/she is using
the vehicle’s sleeper berth for a government-mandated rest
period." Section 114.517(11) expires on September 1, 2007.
This language has been added in order to ensure that the rule
is compliant with the requirements set forth in HB 1540.
FINAL REGULATORY IMPACT ANALYSIS DETERMINATION
The commission reviewed this rulemaking in light of the reg-
ulatory analysis requirements of Texas Government Code,
§2001.0225, and determined that the rules are not subject to
§2001.0225 because although the rulemaking meets the deni-
tion of a "major environmental rule" as dened in the statute, it
does not meet any of the four applicability requirements listed
in §2001.0225(a). The regulatory analysis requirements of
Texas Government Code, §2001.0225 only apply to a major
environmental rule, the result of which is to: 1) exceed a stan-
dard set by federal law, unless the rule is specically required
by state law; 2) exceed an express requirement of state law,
unless the rule is specically required by federal law; 3) exceed
a requirement of a delegation agreement or contract between
the state and an agency or representative of the federal govern-
ment to implement a state and federal program; or 4) adopt a
rule solely under the general powers of the agency instead of
under a specic state law. Specically, this rulemaking amends
the rules that limit heavy-duty motor vehicle idling within the
jurisdiction of any local government in the state that has signed
an MOA with the commission to delegate enforcement to that
local government. The amendments clarify current rule re-
quirements and implement the new requirements of HB 1540.
Currently, there are no federal regulations governing idle time
for motor vehicles. This rulemaking action therefore does not
exceed a standard set by federal law. The amendments are
needed to implement state law, and the rulemaking therefore
does not exceed an express requirement of state law. The
amendments do involve a compact, which is an agreement or
contract between the state and an agency or representative of
federal government to implement a state and federal program,
however, the amendments do not exceed the requirements of
that compact. This rulemaking helps the Austin EAC area con-
tinue to meet the milestones of the compact and demonstrate
continuing attainment of the eight-hour ozone standard. Finally,
this rulemaking was not developed solely under the general
powers of the agency. Because this rulemaking does not meet
any of the four applicability requirements, Texas Government
Code, §2001.0225 does not apply, and a regulatory impact
analysis is not required.
TAKINGS IMPACT ASSESSMENT
Under Texas Government Code, §2007.002(5), "taking" means:
1) a governmental action that affects private real property, in
whole or in part or temporarily or permanently, in a manner that
requires the governmental entity to compensate the private real
property owner as provided by the Fifth and Fourteenth Amend-
ments to the United States Constitution or §17 or §19, Article I,
Texas Constitution; or 2) a governmental action that affects an
owner’s private real property that is the subject of the govern-
mental action, in whole or in part or temporarily or permanently,
in a manner that restricts or limits the owner’s right to the prop-
erty that would otherwise exist in the absence of the governmen-
tal action; and is the producing cause of a reduction of at least
25% in the market value of the affected private real property, de-
termined by comparing the market value of the property as if the
governmental action is not in effect and the market value of the
property determined as if the governmental action is in effect.
The commission completed a taking impact analysis for this rule-
making action. Promulgation and enforcement of the rules do
not affect private real property in a manner that would require
compensation to private real property owners under the United
States Constitution or the Texas Constitution. The adopted rules
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are not a government action that affects private real property in
a manner that restricts or limits an owner’s right to the property
that would otherwise exist in the absence of the governmental
action. Therefore, the adopted rules do not cause a taking un-
der Texas Government Code, Chapter 2007.
CONSISTENCY WITH THE COASTAL MANAGEMENT PRO-
GRAM
The commission reviewed the rulemaking and found that this
rulemaking is an action identied in Coastal Coordination Act Im-
plementation Rules, 31 TAC §505.11, or will affect an action/au-
thorization identied in §505.11, and therefore, requires that ap-
plicable goals and policies of the Texas Coastal Management
Program (CMP) be considered during the rulemaking process.
The commission determined that under 31 TAC §505.22, this
rulemaking action is consistent with the applicable CMP goals
and policies. The CMP goal applicable to this rulemaking action
is the goal to protect, preserve, and enhance the diversity, qual-
ity, quantity, functions, and values of coastal natural resource ar-
eas (31 TAC §501.12(l)). No new sources of air contaminants will
be authorized and ozone levels will be reduced as a result of this
rulemaking action. The CMP policy applicable to this rulemaking
action is the policy that commission rules comply with regulations
in 40 Code of Federal Regulations, to protect and enhance air
quality in the coastal area (31 TAC §501.14(q)). This rulemaking
action complies with 40 Code of Federal Regulations. Therefore,
in compliance with 31 TAC §505.22(e), this rulemaking action is
consistent with CMP goals and policies.
PUBLIC COMMENT
The commission held a hearing on this proposal on January 10,
2006, at 10:00 a.m. at the Texas Commission on Environmen-
tal Quality, 12100 North I-35, Building E, Room 201S, in Austin,
Texas, but no oral comments were received. The public com-
ment period closed at 5:00 p.m on January 17, 2006. Writ-
ten comments were received from the Capital Area Council of
Governments (Capital Area COG), Houston Regional Group of
Sierra Clubs (Sierra Club-Houston), and EPA.
RESPONSE TO COMMENTS
Capital Area COG and Sierra Club-Houston commented that
they support the proposed amendments and corresponding re-
visions to the SIP. Capital Area COG commented that the rules
claried language in the current exemptions and addressed con-
cerns related to TxDOT’s employee idling policy.
RESPONSE
The commission appreciates the support for the locally enforced
motor vehicle idling limitations and the proposed amendments.
The commission agrees that the amendments will clarify idling
requirements and provide for consistency with employee safety
idling policies and regulations.
EPA commented that the revision to §114.517(1), which
amended the exemption to include vehicles that do not have
sleeper berths and the addition of paragraph (11) which exempts
a motor vehicle when idling is necessary to power a heater or air
conditioner while a driver is using the vehicle’s sleeper berth for
a government-mandated rest period will weaken the SIP rules
that it approved in 2005.
EPA commented that it will not be able to approve these adopted
amendments into the SIP unless the commission can provide
substitute reductions or modeling to show that attainment can
be met without the credits affected by these changes. EPA com-
ments further that programs in an approved SIP must still be
enforced unless EPA approves a SIP revision.
RESPONSE
The commission disagrees with the comment that these amend-
ments weaken the idling requirements and thus the SIP. The
commission is committed to implementing idling restrictions
contained in the EPA-approved SIP. The purpose of the adopted
amendments is to clarify idling restrictions for affected vehicle
owners and operators and provide local jurisdictions with clearer
and more consistent enforcement responsibilities, and not to
weaken the idling requirements. The amendments and new
exemption also ensure that the rulemaking is consistent with
statute provisions found in HB 1540, 79th Legislature, 2005,
and will expire September 1, 2007.
To date, the commission has only taken credit for idling restric-
tions in the Austin EAC SIP. The commission has made a com-
mitment in the Austin EAC SIP to make up reduction shortfalls
from idling restriction rules through Texas Emission Reduction
Program project reductions, if needed. However, a shortfall is
not anticipated. In the SIP, the commission used EPA’s Guidance
for Qualifying and Using Long Duration Truck Idling Emission Re-
ductions in State Implementation Plans and Transportation Con-
formity to determine that the maximum benet from idling restric-
tions placed on diesel-powered "18-wheeler" vehicles would be
a 0.67 tons per day reduction of NO
x
for the ve-county Austin
EAC area.
Based upon the fact that the Austin EAC includes the Texas
Emission Reduction Program as a backup measure for any idling
reduction shortfall, and the expiration date of September 1, 2007,
for the amendments added from HB 1540, the commission dis-
agrees that new substitute reductions or modeling need to be
developed to monitor continued attainment as a result of this
rulemaking. This is especially the case for the Austin EAC area
since the ve-county area is currently designated an attainment
area, and if monitored nonattainment in the future could not be
designated nonattainment until December 31, 2007, at the ear-
liest. The commission did not revise the rule in response to this
comment.
STATUTORY AUTHORITY
The amendments are adopted under Texas Water Code (TWC),
§5.103, which authorizes the commission to adopt rules nec-
essary to carry out its powers and duties under the TWC, and
under Texas Health and Safety Code, Texas Clean Air Act
(TCAA), §382.017, which provides the commission with the
authority to adopt rules consistent with the policy and pur-
poses of the TCAA. The amendments are also adopted under
TCAA, §382.011, which authorizes the commission to control
the quality of the state’s air; §382.012, which authorizes the
commission to prepare and develop a general, comprehensive
plan for the control of the state’s air; §382.019, which authorizes
the commission to adopt rules to control and reduce emissions
from engines used to propel land vehicles; §382.0191, which
authorizes use of a sleeping berth for a government-mandated
rest period; and §382.039, which authorizes the commission
to develop and implement transportation programs and other
measures necessary to demonstrate attainment and protect the
public from exposure to hazardous air contaminants from motor
vehicles.
The adopted amendments implement TCAA, §§382.002,
382.011, 382.012, 382.019, 382.0191, and 382.039.
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This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 27, 2006.
TRD-200602354
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Effective date: May 17, 2006
Proposal publication date: November 25, 2005
For further information, please call: (512) 239-6087
TITLE 37. PUBLIC SAFETY AND CORREC-
TIONS
PART 13. TEXAS COMMISSION ON
FIRE PROTECTION
CHAPTER 421. STANDARDS FOR
CERTIFICATION
37 TAC §421.3
The Texas Commission on Fire Protection (TCFP) adopts an
amendment to §421.3, concerning minimum standards set by
the TCFP, in Chapter 421, entitled Standards for Certication.
The amendment is adopted without changes to the proposed
text published in the March 10, 2006, issue of the Texas Regis-
ter (31 TexReg 1623) and will not be republished. The adopted
amendment adds functional position descriptions for Fire Ser-
vice Instructor I, II, and III, which had not previously existed in
§421.3.
The TCFP has determined the amendment to be in compliance
with Texas Government Code, §419.022(b).
No comments were received from the public regarding the pro-
posed amendment.
The amendment is adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; and Texas
Government Code, §419.032, which provides the TCFP with the
authority to prescribe the means of presenting evidence of the
fulllment of the qualications for appointment as re protection
personnel.
Cross reference to statute: Texas Government Code, §419.008
and §419.032.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602416
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
CHAPTER 425. FIRE SERVICE INSTRUCTORS
37 TAC §425.13
The Texas Commission on Fire Protection (TCFP) adopts new
§425.13, concerning individuals serving as coordinators prior to
March 1, 2006, in Chapter 425, entitled Fire Service Instructors.
The new rule is adopted without changes to the proposed text
published in the March 10, 2006, issue of the Texas Register
(31 TexReg 1624) and will not be republished. The purpose of
the adopted new rule is to provide, for a limited period of time, a
qualifying path to advance to Fire Service Instructor III certica-
tion for those individuals serving as facility coordinators prior to
March 1, 2006.
The adopted new rule provides that for one year only from March
1, 2006, individuals who possess a Fire Service Instructor II cer-
tication will be eligible to be certied for Fire Service Instructor
III after meeting certain requirements. The individual must sub-
mit an application for certication to the commission and pro-
vide documentation from the head of a re department or other
organization that the individual: 1) has been assigned or is cur-
rently assigned as a chief training ofcer or coordinator of record;
and 2) has demonstrated the minimum job performance require-
ments of National Fire Protection Association (NFPA) Standards
1041, entitled Standard for Fire Service Instructor Professional
Qualications.
The TCFP has determined this new rule to be in compliance with
Texas Government Code §419.022(b).
No comments were received from the public regarding the pro-
posed new rule.
The new rule is adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; Texas
Government Code, §419.022, which provides the TCFP with
authority to establish minimum educational, training, phys-
ical, and mental standards; and Texas Government Code,
§419.028(3), which provides the TCFP with the authority to
certify persons as qualied re protection personnel instructors
under conditions which the TCFP prescribes.
Texas Government Code, §§419.008, 419.022, and 419.028 are
affected by this rulemaking.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602417
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
CHAPTER 431. FIRE INVESTIGATION
The Texas Commission on Fire Protection (TCFP) adopts
amendments to §431.11 and §431.201, concerning minimum
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standards for arson investigator certication and re investigator
certication, in Chapter 431, entitled Fire Investigation. The
amendments are adopted without changes to the proposed text
published in the March 10, 2006, issue of the Texas Register
(31 TexReg 1625), and will not be republished. The purpose
of the adopted amendments is to remedy a problem which cur-
rently exists in which individuals who hold certication as arson
investigators would lose their arson investigator certication if
their commission as a peace ofcer is no longer sponsored by
a legal jurisdiction. The adopted amendments will remove, for
these individuals, the necessity of going through re investigator
training and testing again, as it is essentially the same training
and testing they had already successfully completed to become
an arson investigator.
The adopted amendment to §431.11, Minimum Standards for
Arson Investigator Certication for Law Enforcement Personnel,
adds a provision that commission-certied re investigators will
qualify for similar-level arson investigator certication if they are
a law enforcement ofcer employed or commissioned by a law
enforcement agency as a peace ofcer, and if they are desig-
nated as an arson investigator by an appropriate local authority.
The adopted amendment to §431.201, Minimum Standards for
Fire Investigation Personnel, changes the procedure by which
individuals who have previously held arson investigator certi-
cation, but no longer hold a current commission as a peace of-
cer, would be able to qualify for re investigator certication of
a similar level. As the rule is currently written, such an individ-
ual would have to submit an application for certication form and
fee. The adopted change will automatically identify such an in-
dividual as a re investigator in the commission’s database, and
only require the application form and fee if the individual wished
to obtain a printed certicate.
The TCFP has determined these amendments to be in compli-
ance with Texas Government Code, §419.022(b).
No comments were received from the public regarding the pro-
posed amendments.
SUBCHAPTER A. MINIMUM STANDARDS
FOR ARSON INVESTIGATOR CERTIFICATION
37 TAC §431.11
The amendment is adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; and Texas
Government Code,§419.022, which provides the TCFP with
authority to establish minimum educational, training, physical,
and mental standards.
Texas Government Code, §419.008 and §419.022 are affected
by this rulemaking.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602418
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
SUBCHAPTER B. MINIMUM STANDARDS
FOR FIRE INVESTIGATOR CERTIFICATION
37 TAC §431.201
The amendments are adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; and Texas
Government Code, §419.022, which provides the TCFP with au-
thority to establish minimum educational, training, physical, and
mental standards.
Texas Government Code, §419.008 and §419.022 are affected
by this rulemaking.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602419
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
CHAPTER 437. FEES
37 TAC §§437.1, 437.3, 437.5, 437.7, 437.11, 437.13
The Texas Commission on Fire Protection (TCFP) adopts
amendments to §§437.1, 437.3, 437.5, 437.7, 437.11, and
437.13, in Chapter 437, entitled Fees. The amendments are
adopted without changes to the proposed text published in the
March 10, 2006, issue of the Texas Register (31 TexReg 1626)
and will not be republished. The purpose of the adopted amend-
ments is to simplify and clarify fee submission procedures and
to provide a penalty to be assessed for paying fees with a check
that is returned for insufcient funds.
The adopted amendment to §437.1 adds a provision that fees
submitted in the form of a check that is returned for insufcient
funds will invalidate the certication, seal or test for which the
fees were collected.
The adopted amendments to §§437.3, 437.5, 437.7, 437.11, and
437.13 remove the requirement that fees submitted for different
purposes (certications, renewals, purchasing a manual, copy-
ing fees, etc.) not be combined when submitted. The amend-
ments will allow fees to be combined into a single payment.
In addition to the deleted provision referred to in the previous
paragraph, the adopted amendment to §437.13 also claries in
subsection (a) that the non-refundable fee of $15 charged for ex-
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aminations administered by the commission is a processing fee;
and adds performance skill examinations to those examinations
for which the processing fee shall be charged. These changes
in subsection (a) make subsection (c) obsolete, and it is being
deleted.
The TCFP has determined the amendments to be in compliance
with Texas Government Code, §419.022(b) and §419.026(a).
No comments were received from the public on the proposed
amendments.
The amendments are adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; and Texas
Government Code, §419.026, which provides the TCFP with au-
thority to set and collect a fee of not more than $35 for each cer-
ticate that the TCFP issues or renews.
Texas Government Code, §419.008 and §419.026 are affected
by this rulemaking.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602420
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
CHAPTER 441. CONTINUING EDUCATION
37 TAC §441.9
The Texas Commission on Fire Protection (TCFP) adopts an
amendment to §441.9, concerning continuing education for air-
craft rescue re ghting personnel, in Chapter 441, entitled Con-
tinuing Education. The amendment is adopted without changes
to the proposed text published in the March 10, 2006, issue of
the Texas Register (31 TexReg 1628) and will not be republished.
The purpose of the adopted amendment is to reect a reference
change in Federal Aviation Regulation (FAR) 139.319.
The adopted amendment changes the reference to FAR 139.319
from "(j)(2) and (3)" to "(i)(2) and (3)."
The TCFP has determined the amendment to be in compliance
with Texas Government Code, §419.022(b).
No comments were received from the public regarding the pro-
posed amendment.
The amendment is adopted under Texas Government Code,
§419.008, which provides the TCFP with the authority to adopt
rules for the administration of its powers and duties; Texas
Government Code, §419.022, which provides the TCFP with
authority to establish minimum educational, training, phys-
ical, and mental standards; and Texas Government Code,
§419.032(b), which provides the TCFP with the authority to es-
tablish minimum qualications relating to continuing education
programs and other matters that relate to the competence and
reliability of persons to assume and discharge the responsibili-
ties of re protection personnel, and to prescribe the means of
presenting evidence of fulllment of those qualications.
Texas Government Code, §§419.008, 419.022, and 419.032(b)
are affected by this rulemaking.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on May 1, 2006.
TRD-200602421
Gary L. Warren, Sr.
Executive Director
Texas Commission on Fire Protection
Effective date: May 21, 2006
Proposal publication date: March 10, 2006
For further information, please call: (512) 936-3821
TITLE 43. TRANSPORTATION
PART 1. TEXAS DEPARTMENT OF
TRANSPORTATION
CHAPTER 18. MOTOR CARRIERS
The Texas Department of Transportation (department) adopts
amendments to §18.2, denitions, §§18.13, 18.14, 18.16, 18.17
and repeal of §18.18, concerning motor carrier registration, and
amendments to §§18.51, 18.58, and 18.63 - 18.65, concerning
consumer protection, and §§18.82, 18.87 - 18.93, and 18.96,
concerning vehicle storage facilities. The repeal of §18.18, and
amendments to §§18.17, 18.51, 18.58, 18.63, 18.64, 18.82,
18.87 - 18.91, 18.93 and 18.96 are adopted without changes
to the proposed text as published in the December 2, 2005
issue of the Texas Register (30 TexReg 8019) and will not be
republished. The amendments to §§18.2, 18.13, 18.14, 18.16,
18.65 and 18.92 are adopted with changes to the proposed
text as published in the December 2, 2005 issue of the Texas
Register (30 TexReg 8019). Section 18.32 is withdrawn.
EXPLANATION OF ADOPTED AMENDMENTS AND REPEAL
The adopted amendments and repeal are necessary to imple-
ment the provisions of House Bills 480, 1018, 1584, 2630, and
2702 of the 79th Legislature, Regular Session, 2005; update
statutory references; clarify existing information; and address
the implementation of online registration applications.
House Bill 480 amended Occupations Code, §2303.155, to in-
crease the notication charge a vehicle storage facility operator
can charge, from $32 to $50, and to increase the daily storage
fee of a vehicle by $5. House Bill 480 added Occupations Code,
§2303.158 to clarify the condition under which a person claim-
ing to be the vehicle owner of a towed vehicle can access their
vehicle’s interior storage in order to prove ownership.
House Bill 1018 addressed commercial school bus regulations,
providing an additional insurance level for certain commercial
school buses and requiring a minimum liability insurance of at
least $500,000 combined single limit.
House Bill 2630 addressed issues with vehicle storage facilities.
It requires the name, address, and telephone number of the jus-
tice court be included in the contents of the notices provided to
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the owners of towed vehicles. House Bill 2630 also amends
Occupations Code, §2303.152(a) and (e), to allow vehicle stor-
age facility operators to issue notice by publication for vehicles
not registered in Texas for nonconsent storage when a vehicle
owner’s identity or vehicle’s state of registration cannot be deter-
mined. It requires vehicle storage facility operators to notify law
enforcement when a vehicle has been abandoned at a vehicle
storage facility. House Bill 2630 also adds language to prohibit
vehicle storage facilities from charging additional fees related to
storage other than fees set forth in statute.
House Bill 480, House Bill 1584 and House Bill 2630 all added
language to require a vehicle storage facility operator to accept
either electronic checks, debit cards, or credit cards as an alter-
native form of payment for vehicle storage charges.
House Bill 2702, Article 6, changed the alternative household
goods carriers’ registration requirements previously based on
vehicle weight. The rules as proposed eliminated all references
to Type A and Type B household goods carriers. The rule as
adopted has been modied regarding Type B household goods
carriers to allow the department time to further study the issue of
minimum vehicle liability insurance requirements for household
goods carriers who previously qualied as Type B carriers. The
adopted rules re-establish Type B carriers to allow for the con-
tinuation of the current registration format with regard to vehicle
liability insurance requirements. Other changes to household
goods carriers remain as proposed. The department will pro-
pose additional rules at the conclusion of the study to address
liability insurance requirements.
New §18.2(6)(A)(vi) expands the denition of commercial mo-
tor vehicle to include any vehicle transporting household goods
for compensation, as required by House Bill 2702. The adopted
amendment to §18.2(6)(B)(ii) updates the legal reference for cot-
ton vehicle registration and the adopted amendment to §18.2(7)
adds a new denition for "commercial school bus" to comply with
House Bill 1018. The denition of Type B household goods car-
riers, §18.2(51), is reinstated in the adopted rules to allow for the
continuation of a separate registration process for carriers that
meet the denition.
Section 18.13(a)(3), relating to application for motor carrier regis-
tration, deletes the reference to the application to address the im-
plementation of a new internal web-based registration process.
The online registration process will streamline the application
procedures and allow for a more efcient system.
Section 18.13 is also changed from the proposed version to ac-
commodate the separate registration process for Type B house-
hold good carriers. The rule as adopted reinstates the current
language of the rule regarding the registration process and ve-
hicle liability insurance.
Adopted §18.14 reinstates the current language regarding the
continuation of Type B carriers. With this change, Type B carriers
do not have a set expiration date.
Section 18.14(b)(1), relating to expiration and renewal of com-
mercial motor vehicle registration, allows the department to pro-
vide renewal notices by electronic mail to address the implemen-
tation of new online registration applications.
The language in §18.16(a), regarding the vehicle liability insur-
ance requirements, has been changed from the proposed lan-
guage, reinstating the current language of the rule.
Section 18.16(a), relating to insurance requirements, including
numbered item 1, and subsections 18.16(b), (c), (f), and (h),
comply with the requirements of House Bill 2702 regarding com-
mercial household goods carriers. All references to letters of
credit and the process for acceptance have been removed in
the adopted language. The adopted rule also deletes references
to surety bonds as they do not apply to motor carriers that are
required to register including all household goods carriers. All
household goods carriers are required to meet the same cargo
and workers compensation insurance requirements. In addition,
§18.16(c)(1) is adopted with changes to clarify the existing lan-
guage.
Numbered item 5 is added to the gure §18.16(a) to comply
with the requirements of House Bill 1018 regarding commercial
school buses. The adopted rule sets the minimum insurance
level at $500,000 as required by the statute. The remaining items
are renumbered accordingly. The word "of" is changed to "or" in
renumbered item 11 of the gure to correct a grammatical error.
Section 18.17, Single State Registration System, addresses im-
plementation of a new online Single State Registration System
(SSRS) and claries methods used to send SSRS renewal ap-
plications to customers. The deletion of language in §18.17(j)(6)
eliminates duplicate insurance ling. The new system connects
directly with the Federal Motor Carrier Safety Administration
(FMCSA), therefore, it is no longer necessary to have the motor
carrier le the insurance information with both entities.
Section 18.18, Temporary Registration of International Motor
Carriers, is repealed to comply with 49 CFR, Parts 365 and
385, effective March 19, 2002. The federal regulations now
require that motor carriers from Mexico obtain operating au-
thority through the FMCSA. With the federal change, temporary
registration stamps are no longer necessary.
Section 18.58(c)(1)(B), relating to moving services contract - op-
tions for carrier limitation of liability, changes the language to be
consistent with the provisions of the household goods carriers
contract terms and conditions used in interstate movements.
Section 18.82(8), Denitions (Main entrance), reects a recent
administrative decision to clarify that a vehicle storage facility’s
main entrance is located at the point where a public road meets
private property leading to the vehicle storage facility. The
adopted change will help address problems consumers have in
locating the facility.
New §18.82(15), Vehicle transfer, is dened as "any movement
of a vehicle out of a VSF, prior to its release as prescribed in
§18.92(a)". Currently, this term is interpreted in a way that limits
the release of a vehicle to a person other than another VSF.
Section 18.87(b)(2), relating to notications regarding towed ve-
hicles, claries that the notication procedures apply to vehicles
not registered in Texas. The amendment to §18.87(b)(2)(B) al-
lows vehicle storage facilities to utilize publication to notify the
owner of the vehicle if the vehicle does not display a license plate
or vehicle inspection certicate and the storage facility cannot
determine ownership and lien holder information. This change
is necessary to comply with House Bill 2630.
Section 18.89, Notice of Complaint Procedure, requires the no-
tice of complaint procedures be included on the front page of the
bill for service. This is to ensure that the information is accessi-
ble to the consumer.
Section 18.90, Rights of Owner or Authorized Representative, is
amended to comply with House Bill 480 regarding access to a
vehicle’s interior to prove ownership.
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Section 18.91(b), pertaining to facility requirements, adds a new
requirement that VSF operators provide a consumer with safe
unobstructed access to a vehicle in order to establish ownership,
and claries signage requirements.
Section 18.92, Technical Requirements, implements House Bill
2630 regarding the requirement that the vehicle storage facility
provide information on the justice court that has jurisdiction and
the law enforcement agency that authorized the tow.
Section 18.92 requires the acceptance of new methods of
payment for nonconsent storage as required by House Bill 480,
House Bill 2630, and House Bill 1584. The vehicle storage
facility is required to accept either electronic checks, debit
cards or credit cards as an alternative form of payment for fees
associated with the towing and storage of the vehicle.
Section 18.92 prohibits a vehicle storage facility from refusing
to release a vehicle impounded for evidentiary or examination
purpose because a law enforcement agency has not paid the
cost of towing and storage. In addition, the section is amended
to comply with 37 TAC, §4.16, that prohibits the release of a
commercial motor vehicle until delinquent penalties have been
paid by the motor carrier.
Amendments to §18.93, Storage Fees and Charges, implement
House Bills 480 and 2630 regarding fee increases and charge
restrictions.
Amendments to §18.96(c), pertaining to disposal of certain ve-
hicles, implements House Bill 2630 regarding notication to law
enforcement of a vehicle abandoned at a vehicle storage facility.
COMMENTS
The department received comments regarding the proposed rule
during the comment period from the Texas Towing & Storage As-
sociation, and Angenend & Augustine on behalf of Southwest
Movers Association. A summary of the comments and the de-
partment’s responses follow.
Comment
One commenter suggested a deletion of the last sentence of
§18.92(a)(7) which stated "The licensee cannot charge the law
enforcement agency for costs that accrued after the agency au-
thorized the release of the vehicle." The change was requested
due to arrangements some VSF operators have with law en-
forcement to store vehicles and their belief that the proposed
language could have an impact on these arrangements.
Response
The department agrees with the suggested change and deletes
the last sentence of §18.92(a)(7) which was added in the pro-
posed rules. Code of Criminal Procedure, Article 18.23 does not
require a law enforcement agency to pay the cost of storing a
motor vehicle after the date the law enforcement agency autho-
rizes the VSF to release the vehicle to the owner. The sentence
was proposed for clarication purposes, however, removing the
proposed sentence does not hinder a VSF from complying with
the law nor does it limit the VSF from collecting the applicable
charges.
Comment
One commenter suggests a new statement indicating that law
enforcement "owes" the VSF when law enforcement has a hold
on a vehicle, suggesting that law enforcement does not need a
statement that protects them from a VSF.
Response
The department does not agree with this suggestion. This is not
addressed in the statute and the department does not regulate
law enforcement agencies.
Comment
One commenter suggests a change to §18.16(c)(1) and
§18.65(a) regarding the use of the word "municipality." The
commenter suggested inserting the word "incorporated" before
the word "municipality" or suggested that the prior rule language
be revised. The prior language "incorporated city, town, or
village" includes the three classes of Texas municipalities.
Response
The department agrees in part with this suggestion. To aid the
general public and the motor carrier industry the department
withdraws the change submitted on the proposed rules, leaving
the current language intact.
Comment
One commenter suggests clarifying the language used in
§18.16(c)(1) by rewording it to read "If a motor carrier is required
to register under this subchapter, and if its primary business
is...."
Response
The department agrees that the proposed language is not clear
and adopts the following language: "A motor carrier that is re-
quired to register under this subchapter and whose primary busi-
ness is transportation for compensation or hire between two or
more incorporated cities, towns, or villages shall provide...."
Comment
One commenter suggests updating the language in §18.16(h)
to reect revisions in the Insurance Code regarding a required
nding of insolvency.
Response
The department does not agree with this suggestion. The rule
mirrors Transportation Code, §643.105 and there has been no
change to this statute. The revised language is to provide the
motor carrier with direction and not to provide a denition of in-
solvency.
SUBCHAPTER A. GENERAL PROVISIONS
43 TAC §18.2
STATUTORY AUTHORITY
The amendments are adopted under Transportation Code,
§201.101, which provides the Texas Transportation Commis-
sion (commission) with the authority to establish rules for the
conduct of the work of the department, and more specically,
Transportation Code, §643.003, which allows the department to
adopt rules to administer Chapter 643 regarding motor carrier
registration; and Occupations Code, §2303.051, which provides
the commission with the authority to establish rules regarding
vehicle storage facilities.
CROSS REFERENCE TO STATUTE
Transportation Code, Chapter 643, and Occupations Code,
Chapter 230.
§18.2. Denitions.
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The following words and terms, when used in this chapter, shall have
the following meanings, unless the context clearly indicates otherwise.
(1) Approved association--A group of household goods
carriers, its agents, or both, that has an approved collective ratemaking
agreement on le with the department under §18.64 of this chapter.
(2) Binding proposal--A formal written offer stating the ex-
act price for the transportation of specied household goods and any
related services.
(3) Certicate of insurance--A certicate prescribed by and
led with the department in which an insurance carrier or surety com-
pany warrants that a motor carrier for whom the certicate is led has
the minimum coverage as required by §18.16 and §18.86 of this chap-
ter.
(4) Certicate of registration--A certicate issued by the
department to a motor carrier and containing a unique number.
(5) Certied scale--Any scale designed for weighing motor
vehicles, including trailers or semitrailers not attached to a tractor, and
certied by an authorized scale inspection and licensing authority. A
certied scale may also be a platform-type or warehouse-type scale
properly inspected and certied.
(6) Commercial motor vehicle--
(A) Includes:
(i) any motor vehicle or combination of vehicles
with a gross weight, registered weight, or gross weight rating in excess
of 26,000 pounds, that is designed or used for the transportation of
cargo in furtherance of any commercial enterprise;
(ii) all tow trucks, regardless of the gross weight rat-
ing of the tow truck;
(iii) any vehicle, including buses, designed or used
to transport more than 15 passengers, including the driver;
(iv) any vehicle used in the transportation of haz-
ardous materials in a quantity requiring placarding under the regula-
tions issued under the federal Hazardous Materials Transportation Act
(49 USC, App. §§1801-1813);
(v) a commercial motor vehicle, as dened by 49
CFR §390.5, owned or controlled by a person or entity that is domi-
ciled in or a citizen of a country other than the United States; and
(vi) any vehicle transporting household goods for
compensation, regardless of the gross weight rating, registered weight
or gross weight.
(B) Does not include:
(i) a farm vehicle with a gross weight, registered
weight, and gross weight rating of less than 48,000 pounds;
(ii) cotton vehicles registered under Transportation
Code, §504.505;
(iii) a vehicle registered with the Railroad Commis-
sion under Texas Natural Resources Code, §113.131 and §116.072;
(iv) a vehicle transporting liquor under a private car-
rier permit issued in accordance with Alcoholic Beverage Code, Chap-
ter 42;
(v) a motor vehicle used to transport passengers and
operated by an entity whose primary function is not the transportation
of passengers, such as a vehicle operated by a hotel, day-care center,
public or private school, nursing home, or similar organization;
(vi) a motor vehicle registered under the Single State
Registration System established under 49 USC §14504 when operating
exclusively in interstate or international commerce; and
(vii) a vehicle operated by a governmental entity.
(7) Commercial school bus--A motor vehicle owned by a
motor carrier that is:
(A) registered under Transportation Code, Chapter 643,
Subchapter B;
(B) operated exclusively within the boundaries of a
municipality and used to transport preprimary, primary, or secondary
school students on a route between the students’ residences and a
public, private, or parochial school or daycare facility;
(C) operated by a person who holds a driver’s license or
commercial driver’s license of the appropriate class for the operation
of a school bus;
(D) complies with Transportation Code Chapter 548;
and
(E) complies with Transportation Code, §521.022.
(8) Commission--The Texas Transportation Commission.
(9) Consent tow--Any tow of a motor vehicle initiated by
the owner or operator of the vehicle or by a person who has possession,
custody, or control of the vehicle. The term does not include a tow of a
motor vehicle initiated by a peace ofcer investigating a trafc accident
or a trafc incident that involves the vehicle.
(10) Conspicuous--Written in a size, color, and contrast so
as to be readily noticed and understood.
(11) Conversion--A change in an entity’s organization that
is implemented with a Certicate of Conversion issued by the Texas
Secretary of State under Texas Business Corporation Act, Article 5.18.
(12) Department--Texas Department of Transportation.
(13) Director--The director of the Motor Carrier Division,
Texas Department of Transportation.
(14) Division--The Motor Carrier Division.
(15) DOI--Texas Department of Insurance.
(16) Estimate--An informal oral calculation of the approx-
imate price of transporting household goods.
(17) Farmer--A person who operates a farm or is directly
involved in cultivating land or in raising crops or livestock that are
owned by or are under the direct control of that person.
(18) Farm vehicle--Any vehicle or combination of vehicles
controlled or operated by a farmer or rancher being used to transport
agriculture products, farm machinery, and farm supplies to or from a
farm or ranch.
(19) Gross weight rating--The maximum loaded weight of
any combination of truck, tractor, and trailer equipment as specied
by the manufacturer of the equipment. If the manufacturer’s rating is
unknown, the gross weight rating is the greater of:
(A) the actual weight of the equipment and its lading;
or
(B) the maximum lawful weight of the equipment and
its lading.
(20) Household goods--Personal property intended ulti-
mately to be used in a dwelling when the transportation of that property
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is arranged and paid for by the householder or the householder’s repre-
sentative. The term does not include personal property to be used in a
dwelling when the property is transported from a manufacturing, retail,
or similar company to a dwelling if the transportation is arranged by a
manufacturing, retail, or similar company.
(21) Household goods agent--A motor carrier who trans-
ports household goods on behalf of another motor carrier.
(22) Household goods carrier--A motor carrier who trans-
ports household goods for compensation or hire in furtherance of a
commercial enterprise.
(23) Insurer--A person, including a surety, authorized in
this state to write lines of insurance coverage required by Subchapter
B and Subchapter G of this chapter.
(24) Inventory--A list of the items in a household goods
shipment and the condition of the items.
(25) Leasing business--A person that leases vehicles re-
quiring registration under Subchapter B of this chapter to a motor car-
rier that must be registered.
(26) Manager--The manager of the department’s Motor
Carrier Division, Motor Carrier Operations Section.
(27) Mediation--A non-adversarial form of alternative dis-
pute resolution in which an impartial person, the mediator, facilitates
communication between two parties to promote reconciliation, settle-
ment, or understanding.
(28) Motor Carrier or carrier--A person that controls, op-
erates, or directs the operation of one or more vehicles that transport
persons or cargo over a public highway in this state.
(29) Motor transportation broker--A person who sells, of-
fers for sale, or negotiates for the transportation of cargo by a motor
carrier operated by another person or a person who aids and abets an-
other person in selling, offering for sale, or negotiating for the trans-
portation of cargo by a motor carrier operated by another person.
(30) Moving services contract--A contract between a
household goods carrier and shipper, such as a bill of lading, receipt,
order for service, or work order, that sets out the terms of the services
to be provided.
(31) Multiple user--An individual or business who has a
contract with a household goods carrier and who used the carrier’s ser-
vices more than 50 times within the preceding 12 months.
(32) Nonconsent tow--Any tow of a motor vehicle that is
not a consent tow.
(33) Not-to-exceed proposal--A formal written offer stat-
ing the maximum price a shipper can be required to pay for the trans-
portation of specied household goods and any related services. The
offer may also state the non-binding approximate price. Any offer
based on hourly rates must state the maximum number of hours re-
quired for the transportation and related services unless there is an ac-
knowledgment from the shipper that the number of hours is not neces-
sary.
(34) Principal place of business--A single location that
serves as a motor carrier’s headquarters and where it maintains its
operational records or can make them available.
(35) Public highway--Any publicly owned and maintained
street, road, or highway in this state.
(36) Reasonable dispatch--The performance of transporta-
tion, other than transportation provided under guaranteed service dates,
during the period of time agreed on by the carrier and the shipper and
shown on the shipment documentation. This denition does not affect
the availability to the carrier of the defense of force majeure.
(37) Registration receipt--A receipt issued to the registrant
by its registration state after the requirements of 49 CFR, Part 367 have
been met.
(38) Registration state--A state where the registrant main-
tains a valid single state registration as dened in 49 CFR, Part 367.
(39) Replacement vehicle--A vehicle that takes the place
of another vehicle that has been removed from service.
(40) Revocation--The withdrawal of registration and priv-
ileges by the department or a registration state.
(41) Shipper--The owner of household goods or the
owner’s representative.
(42) Short-term lease--A lease of 30 days or less.
(43) Single state registration system--The program estab-
lished by 49 USC §14504.
(44) SOAH--The State Ofce of Administrative Hearings.
(45) State of travel--A state in which a motor carrier oper-
ates motor vehicles subject to the single state registration system.
(46) Substitute vehicle--A vehicle that is leased from a
leasing business and that is used as a temporary replacement for a
vehicle that has been taken out of service for maintenance, repair, or
any other reason causing the temporary unavailability of the permanent
vehicle.
(47) Suspension--Temporary removal of privileges granted
to a registrant by the department or a registration state.
(48) Towing company--A motor carrier that transports ve-
hicles using a tow truck.
(49) Tow--The utilization of a mechanical device used to
winch or otherwise move another vehicle.
(50) Tow truck--A motor vehicle equipped with or used in
combination with a mechanical device used to tow, winch, or otherwise
move another vehicle. The following motor vehicles are not considered
tow trucks:
(A) a motor vehicle owned and used exclusively by a
governmental entity, including a public school district;
(B) a motor vehicle towing:
(i) a race car;
(ii) a motor vehicle for exhibition; or
(iii) an antique motor vehicle;
(C) a recreational vehicle towing another vehicle;
(D) a motor vehicle used in combination with a tow bar,
tow dolly, or other mechanical device if the vehicle is not operated in
the furtherance of a commercial enterprise; or
(E) a motor vehicle that is controlled or operated by a
farmer or rancher and that is used for towing a farm vehicle.
(51) Type B household goods carrier--A household goods
carrier that does not use a motor vehicle or combination of vehicles
with a gross weight, registered weight, or gross weight rating in excess
of 26,000 pounds.
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This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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SUBCHAPTER B. MOTOR CARRIER
REGISTRATION
43 TAC §§18.13, 18.14, 18.16, 18.17
STATUTORY AUTHORITY
The amendments are adopted under Transportation Code,
§201.101, which provides the Texas Transportation Commis-
sion (commission) with the authority to establish rules for the
conduct of the work of the department, and more specically,
Transportation Code, §643.003, which allows the department to
adopt rules to administer Chapter 643 regarding motor carrier
registration; and Occupations Code, §2303.051, which provides
the commission with the authority to establish rules regarding
vehicle storage facilities.
CROSS REFERENCE TO STATUTE
Transportation Code, Chapter 643, and Occupations Code,
Chapter 230.
§18.13. Application for Motor Carrier Registration.
(a) Form of application. An application for motor carrier reg-
istration must be led with the department’s Motor Carrier Division
and except as provided in subsection (i) of this section, must be in the
form prescribed by the director and must contain, at a minimum, the
following information.
(1) Business or trade name. The applicant must designate
the business or trade name of the motor carrier.
(2) Owner name. If the motor carrier is a sole proprietor-
ship, the owner must indicate the name and social security number of
the owner. A partnership must indicate the partners’ names, and a cor-
poration must indicate principal ofcers and titles.
(3) Principal place of business. A motor carrier must dis-
close the motor carrier’s principal business address. If the mailing ad-
dress is different from the principal business address, the mailing ad-
dress must also be disclosed.
(4) Legal Agent.
(A) A Texas-domiciled motor carrier must provide the
name and address of a legal agent for service of process if the agent is
different from the motor carrier.
(B) A motor carrier domiciled outside Texas must
provide the name and Texas address of the legal agent for service of
process.
(C) A legal agent for service of process shall be a Texas
resident, a domestic corporation, or a foreign corporation authorized to
transact business in Texas with a Texas address for service of process.
(5) Description of vehicles. An application must include a
motor carrier equipment report identifying each commercial motor ve-
hicle that requires registration and that the carrier proposes to operate.
Each commercial motor vehicle must be identied by its motor vehicle
identication number, make, model year, and type of cargo and by the
unit number assigned to the commercial motor vehicle by the motor
carrier. Any subsequent registration of vehicles must be made under
subsection (e) of this section.
(6) Type of motor carrier operations. An applicant must
state if the applicant:
(A) proposes to transport passengers, household goods,
or hazardous materials;
(B) is a tow truck company that performs nonconsent
tows; or
(C) is domiciled in a foreign country.
(7) Insurance coverage. An applicant must indicate insur-
ance coverage as required by §18.16 of this subchapter.
(8) Safety afdavit. Each motor carrier must complete, as
part of the application, an afdavit stating that the motor carrier knows
and will conduct operations in accordance with all federal and state
safety regulations.
(9) Drug-testing certication. Each motor carrier must cer-
tify, as part of the application, that the motor carrier is in compliance
with the drug-testing requirements of 49 C.F.R. Part 382.
(A) Drug-testing consortium participants. If the motor
carrier belongs to a consortium, as dened by 49 C.F.R. Part 382, the
applicant must provide the names of the persons operating the consor-
tium.
(B) Report of positive result. A motor carrier required
to register under this section shall report to the Department of Public
Safety, in the manner required by the Department of Public Safety, a
valid positive result on a controlled substances test performed as part
of the carrier’s drug testing program on an employee of the carrier who
holds a commercial driver’s license under Transportation Code, Chap-
ter 522. The term "employee" as used in this subparagraph includes
all employees as dened in Title 49, Code of Federal Regulations, Part
40.3.
(10) Duration of registration. An applicant must indicate
the duration of the desired registration. Registration may be for seven
calendar days or for 90 days, one year, or two years. The duration
of registration chosen by the applicant will be applied to all vehicles.
Household goods carriers may not obtain seven day or 90 day certi-
cates of registration.
(11) Additional requirements. The following fees and in-
formation must be submitted with all applications.
(A) An application must be accompanied by an appli-
cation fee of:
(i) $100 for annual and biennial registrations;
(ii) $25 for 90 day registrations; or
(iii) $5 for seven day registrations.
(B) An application must be accompanied by a vehicle
registration fee of:
(i) $10 for each vehicle, other than a tow truck, re-
quiring registration or $25 for each tow truck that the motor carrier
proposes to operate under a seven day, 90 day, or annual registration;
or
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(ii) $20 for each vehicle, other than a tow truck, re-
quiring registration or $50 for each tow truck that the motor carrier
proposes to operate under a biennial registration.
(C) An application must be accompanied by proof of
insurance or nancial responsibility and insurance ling fee as required
by §18.16 of this subchapter.
(D) An application must be accompanied by any other
information required by law.
(12) Application of fees. Applicants who have paid vehicle
fees under §18.17 of this subchapter may request that the department
apply those fees to the carrier’s motor carrier registration. The request
must be accompanied by a copy of the Single State Registration receipt.
On review of the Single State Registration receipt, the department will
apply fees paid under the Single State Registration System as follows.
(A) The per vehicle fees paid by the applicant will be
applied on a per vehicle basis toward the vehicle fees that the applicant
owes for the vehicles registered under motor carrier registration.
(B) Vehicle fees will be applied only to the rst year of
registration if an applicant applies for a biennial motor carrier registra-
tion. The motor carrier must pay all vehicle fees for the second year.
(b) Incomplete applications. The director will return an appli-
cation to the applicant if it is not accompanied by all fees and by proof
of insurance or nancial responsibility.
(c) Conditional acceptance of application. The director may
conditionally accept an application if it is accompanied by all fees and
by proof of insurance or nancial responsibility, but is not accompanied
by all required information. Conditional acceptance in no way consti-
tutes approval of the application. The director will notify the applicant
of any information necessary to complete the application. If the appli-
cant does not supply all necessary information within 45 days from no-
tication by the director, the application will be considered withdrawn
and all fees will be retained.
(d) Disposition of application.
(1) Approval. An applicant meeting the requirements of
this section and whose registration is approved will be issued the fol-
lowing documents.
(A) Certicate of registration. The department will is-
sue a certicate of registration. The certicate of registration will con-
tain the name and address of the motor carrier and a single registration
number, regardless of the number of vehicles requiring registration that
the carrier operates.
(B) Insurance cab card. The department will issue an
original insurance cab card listing all vehicles to be operated under the
carrier’s certicate of registration. The insurance cab card shall be con-
tinuously maintained at the registrant’s principal place of business. The
insurance cab card will be valid for the same period as the motor car-
rier’s certicate of registration and will contain information regarding
each vehicle registered by the motor carrier. This subparagraph does
not apply to Type B household goods carriers.
(i) A copy of the page of the insurance cab card
on which the vehicle is shown shall be maintained in each vehicle
listed. The appropriate information concerning that vehicle shall be
highlighted. The insurance cab card will serve as proof of insurance
as long as the motor carrier has continuous insurance or nancial
responsibility on le with the department.
(ii) On demand by a department-certied inspector
or any other authorized government personnel, the driver shall present
the highlighted page of the insurance cab card that is maintained in the
vehicle.
(iii) The carrier shall notify the department in writ-
ing if it discontinues use of a registered commercial motor vehicle be-
fore the expiration of its insurance cab card.
(iv) Any erasure, alteration, or unauthorized use of
an insurance cab card renders it void.
(v) If an original insurance cab card is lost, stolen,
destroyed, or mutilated, if it becomes illegible, or if it otherwise re-
quires replacement, a new insurance cab card will be issued by the de-
partment at the request of the motor carrier.
(vi) Registration listings previously issued by the
department will remain valid until expiration or renewal or until
revoked or suspended by the department.
(2) Denial. The department may deny a registration if the
applicant had a registration revoked under §18.72 of this chapter.
(e) Additional and Replacement Vehicles. A motor carrier re-
quired to obtain a certicate of registration under this section shall not
operate additional vehicles unless the carrier identies the vehicles on
a form prescribed by the director and pays applicable fees as described
in this subsection.
(1) Additional vehicles. To add a vehicle, a motor carrier
must pay a fee of $10 for each additional vehicle, other than a tow truck,
or $25 for each tow truck that the motor carrier proposes to operate
under a seven day, 90 day, or annual registration. To add a vehicle
during the rst year of a biennial registration, a motor carrier must pay
a fee of $20 for each vehicle, other than a tow truck, or $50 for each tow
truck. To add a vehicle during the second year of a biennial registration,
a motor carrier must pay a fee of $10 for each vehicle, other than a tow
truck, or $25 for each tow truck.
(2) Replacement vehicles. No fee is required for a vehi-
cle that is replacing a vehicle for which the fee was previously paid.
Before the replacement vehicle is put into operation, the motor carrier
shall notify the department, identify the vehicle being taken out of ser-
vice, and identify the replacement vehicle on a form prescribed by the
department. A motor carrier registered under seven day registration
may not replace vehicles.
(3) Fees paid under the Single State Registration System.
Vehicle fees paid under §18.17 of this subchapter will be applied toward
a motor carrier’s vehicle fees under subsection (a)(12) of this section.
(f) Supplement to original application. A motor carrier re-
quired to register under this section shall submit a supplemental ap-
plication under the following circumstances.
(1) Change of cargo. A registered motor carrier may not
begin transporting household goods or hazardous materials, or per-
forming nonconsent tows, unless the carrier submits a supplemental
application to the department and shows the department evidence of
insurance or nancial responsibility in the amounts specied by §18.16
of this subchapter.
(2) Change of name. A motor carrier that changes its name
shall le a supplemental application for registration no later than the
effective date of the change. The motor carrier shall include evidence
of insurance or nancial responsibility in the new name and in the
amounts specied by §18.16 of this subchapter. A motor carrier that is
a corporation must have its name change approved by the Texas Secre-
tary of State before ling a supplemental application. A motor carrier
incorporated outside the State of Texas must complete the name change
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under the law of its state of incorporation before ling a supplemental
application.
(3) Change of address or legal agent for service of process.
A motor carrier shall le a supplemental application for any change of
address or any change of its legal agent for service of process no later
than the effective date of the change. The address most recently led
will be presumed conclusively to be the current address.
(4) Change in principal ofcers and titles. A motor carrier
that is a corporation shall le a supplemental application for any change
in the principal ofcers and titles no later than the effective date of the
change.
(5) Conversion of corporate structure. A motor carrier that
has successfully completed a corporate conversion involving a change
in the name of the corporation shall le a supplemental application
for registration and evidence of insurance or nancial responsibility
reecting the new company name. The conversion must be approved
by the Texas Secretary of State before the supplemental application is
led.
(6) Change in drug-testing consortium status. A motor car-
rier that changes consortium status shall le a supplemental application
that includes the names of the persons operating the consortium.
(7) Retaining a revoked or suspended certicate of regis-
tration number. A motor carrier may retain a prior certicate of regis-
tration number by:
(A) ling a supplemental application to re-register in-
stead of ling an original application; and
(B) providing adequate evidence that the carrier has sat-
isfactorily resolved the facts that gave rise to the suspension or revoca-
tion.
(g) Change of ownership. A motor carrier must le an original
application for registration when there is a corporate merger or a change
in the ownership of a sole proprietorship or of a partnership.
(h) Alternative vehicle registration for household goods
agents. To avoid multiple registrations of a commercial motor vehicle,
a household goods agent’s vehicles may be registered under the motor
carrier’s certicate of registration under this subsection.
(1) The carrier must notify the department on a form ap-
proved by the director of its intent to register its agent’s vehicles under
this subsection.
(2) When a carrier registers vehicles under this subsection,
the carrier’s certicate will include all vehicles registered under its
agent’s certicates of registration. The carrier must register under its
certicate of registration all vehicles operated on its behalf that do not
appear on its agent’s certicate of registration.
(3) The department may send the carrier a copy of any no-
tication sent to the agent concerning circumstances that could lead to
denial, suspension, or revocation of the agent’s certicate.
(i) Type B household goods carriers. An application for motor
carrier registration submitted by a Type B household goods carrier shall
be in the form prescribed by the director.
(1) The carrier’s application must contain all the informa-
tion described in subsection (a) of this section, except for the informa-
tion specied in subsection (a)(5) and (7) of this section.
(2) The carrier’s application must be accompanied by a
$100 application fee.
(3) The carrier’s application must be accompanied by proof
of nancial responsibility for cargo loss or damage and by the ling fee
specied in §18.16 of this subchapter.
(4) The carrier’s application must include a statement cer-
tifying that the carrier:
(A) is in compliance with Transportation Code, Chapter
601; and
(B) if the carrier maintains an automobile liability in-
surance policy to comply with Transportation Code, Chapter 601, then
the policy is an enforceable commercial or business automobile liabil-
ity insurance policy.
(5) The department will issue an original certicate of reg-
istration, which must be continuously maintained at the registrant’s
principal place of business.
(6) A carrier shall carry a copy of its certicate of regis-
tration either in the cab of each vehicle or in each trailer used for the
transportation of household goods.
(7) The carrier shall notify the department in writing when
it discontinues operations as a transporter of household goods.
(8) On demand by a department-certied inspector or any
other authorized government personnel, the driver shall present the cer-
ticate of registration maintained in the vehicle.
(9) The certicate of registration is continuously in effect
until suspended or revoked by the department. A motor carrier may
voluntarily cancel the certicate of registration by submitting a sup-
plemental application or written request.
(10) Any erasure, alteration, or unauthorized use of a cer-
ticate of registration renders it void.
(j) Substitute vehicles leased from leasing businesses. A reg-
istered motor carrier is not required to comply with the provisions of
subsection (e) of this section for a substitute vehicle leased from a busi-
ness registered under §18.19 of this subchapter. A motor carrier is not
required to carry proof of registration as described in subsection (d) of
this section if a copy of the lease agreement for the originally leased
vehicle is carried in the cab of the temporary replacement vehicle.
§18.14. Expiration and Renewal of Commercial Motor Vehicle Reg-
istration.
(a) Expiration and renewal dates.
(1) A motor carrier with annual or biennial registration,
other than a Type B household goods carrier, will be assigned a date
for the expiration and renewal of its motor carrier registration accord-
ing to the last digit of the carrier’s certicate of registration number, as
outlined in the following chart:
Figure: 43 TAC §18.14(a)(1) (No change.)
(2) Certicates of registration for Type B household goods
carriers remain in effect until suspended or revoked.
(3) 90 day certicates of registration are valid for 90 calen-
dar days from the effective date.
(4) Seven day certicates of registration are valid for seven
calendar days from the effective date.
(b) Registration renewal.
(1) Approximately 60 days before the expiration of regis-
tration, the department will mail or send electronically a renewal notice
to each registered motor carrier with annual or biennial registration,
other than a Type B household goods carrier. The notice will be mailed
to the carrier’s last known address according to the division’s records.
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Failure to receive the notice does not relieve the registrant of the re-
sponsibility to renew. A motor carrier must ensure that the department
receives the renewal at least 15 days prior to the renewal date specied
in subsection (a) of this section. A supplement to an application for
motor carrier registration renewal must:
(A) supply any new information required under
§18.13(f) of this subchapter if the information has not previously been
supplied to the department;
(B) include a $10 fee for each vehicle, other than a tow
truck, requiring registration or $25 for each tow truck that the carrier
operates under an annual certicate of registration and a $20 fee for
each vehicle, other than a tow truck, requiring registration or $50 for
each tow truck that the carrier operates under a biennial certicate of
registration; and
(C) include a copy of the Single State Registration re-
ceipt when requesting that vehicle fees paid under §18.17 of this sub-
chapter be applied toward the fees specied by this subsection.
(2) Seven day and 90 day registrations may not be renewed.
(3) A motor carrier shall maintain continuous insurance or
evidence of nancial responsibility in an amount at least equal to the
amount prescribed under §18.16 of this subchapter.
(4) The insurance cab card issued to a motor carrier is valid
for the same period as the motor carrier’s certicate of registration.
(5) To renew registration after it has expired, a motor car-
rier must identify its vehicles on a form prescribed by the director, pay
all vehicle fees, and if current proof of insurance is not on le with the
division, meet all insurance requirements.
§18.16. Insurance Requirements.
(a) Automobile liability insurance requirements.
(1) A motor carrier, other than a Type B household goods
carrier, must le proof of commercial automobile liability insurance
with the department on a form acceptable to the director for each vehi-
cle required to be registered under this subchapter. The motor carrier
must carry and maintain automobile liability insurance that is combined
single limit liability for bodily injury to or death of an individual per oc-
currence, loss or damage to property (excluding cargo) per occurrence,
or both. Extraneous information will not be considered acceptable, and
the department may reject proof of commercial automobile liability in-
surance if it is provided in a format that includes information beyond
what is required. Minimum insurance levels are indicated in the fol-
lowing table.
Figure: 43 TAC §18.16(a)(1)
(2) Type B household goods carriers shall comply with the
applicable requirements of Transportation Code, Chapter 601. If a
Type B household goods carrier maintains an automobile liability in-
surance policy to comply with Transportation Code, Chapter 601, the
policy must be an enforceable commercial or business automobile lia-
bility insurance policy.
(b) Cargo insurance.
(1) Household goods carriers shall le and maintain with
the department proof of nancial responsibility.
(A) The minimum limits of nancial responsibility for
a household goods carrier for hire is $5,000 for loss or damage to a
single shipper’s cargo carried on any one motor vehicle.
(B) The minimum limits of nancial responsibility for
a household goods carrier for hire is $10,000 for aggregate loss or dam-
age to multiple shipper cargo carried on any one motor vehicle. In cases
in which multiple shippers sustain damage and the aggregate amount of
cargo damage is greater than the cargo insurance in force, the insurance
company shall prorate the benets among the shippers in relationship
to the damage incurred by each shipper.
(2) Tow truck company performing nonconsent tows. A
tow truck company that performs nonconsent tows shall le and main-
tain with the department proof of nancial responsibility for on-hook
cargo. The minimum level of nancial responsibility for each regis-
tered vehicle performing nonconsent tows will be in the amount of at
least $50,000.
(c) Workers’ compensation or accidental insurance coverage.
(1) A motor carrier that is required to register under this
subchapter and whose primary business is transportation for compensa-
tion or hire between two or more incorporated cities, towns, or villages
shall provide workers’ compensation for all its employees or accidental
insurance coverage in the amounts prescribed in paragraph (2) of this
subsection.
(2) Accidental insurance coverage required by paragraph
(1) of this subsection shall be at least in the following amounts:
(A) $300,000 for medical expenses and coverage for at
least 104 weeks;
(B) $100,000 for accidental death and dismemberment,
including 70% of employee’s pre-injury income for not less than 104
weeks when compensating for loss of income; and
(C) $500 for the maximum weekly benet.
(d) Qualication of motor carrier as self-insured.
(1) General qualications. A motor carrier may meet the
insurance requirements of subsections (a) and (b) of this section by
ling an application, in a form prescribed by the department, to qualify
as a self-insured. The application must include a true and accurate
statement of the motor carrier’s nancial condition and other evidence
that establishes its ability to satisfy obligations for bodily injury and
property damage liability without affecting the stability or permanency
of its business. The department may accept United States Department
of Transportation evidence of the motor carrier’s qualications as a
self-insured.
(2) Adopted nal orders. The department adopts all nal
orders of the Railroad Commission of Texas to the extent that they con-
cern self-insurance and were in effect on August 31, 1995. Those nal
orders are continued in effect until changed by order of the department.
(3) Applicant guidelines. In addition to ling an applica-
tion as prescribed by the department, an applicant for self-insured status
must submit materials that will allow the department to determine the
following information.
(A) Applicant’s net worth. An applicant’s net worth
must be adequate in relation to the size of its operations and the extent
of its request for self-insurance authority. The applicant must demon-
strate that it can and will maintain an adequate net worth.
(B) Self-insurance program. An applicant must demon-
strate that it has established and will maintain a sound insurance pro-
gram that will protect the public against all claims involving motor
vehicles to the same extent as the minimum security limits applicable
under this section. In determining whether an applicant is maintaining
a sound insurance program, the department will consider:
(i) reserves;
(ii) sinking funds;
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(iii) third-party nancial guarantees;
(iv) parent company or afliate sureties;
(v) excess insurance coverage; and
(vi) other appropriate aspects of the applicant’s pro-
gram.
(C) Safety program. An applicant must submit evi-
dence of substantial compliance with the Federal Motor Carrier Safety
Regulations as adopted by the Texas Department of Public Safety and
with Transportation Code, Chapter 644.
(4) Other securities or agreements. The department may
accept an application for approval of a security or agreement if satis-
ed that the security or agreement offered will adequately protect the
public.
(5) Periodic reports. An applicant shall le annual state-
ments, semi-annual and quarterly reports, and any other reports re-
quired by the department reecting the applicant’s nancial condition
and the status of its self-insurance program while the motor carrier is
self-insured.
(6) Duration of self-insured status. The department may
approve an applicant as a self-insured for any specic time or for an
indenite time.
(7) Revocation of self-insured status. On receiving ev-
idence that a self-insured motor carrier’s nancial condition has
changed, that its safety program or record is inadequate, or that it is
otherwise not in compliance with this subchapter, the department may
at any time require the self-insured to provide additional information.
On 10 days notice from the department, the self-insured shall appear
and demonstrate that it continues to have adequate nancial resources
to pay all claims involving motor vehicles for bodily injury and
property damage liability. The self-insured shall also demonstrate that
it remains in compliance with the requirements of this section and of
any active self-insurance orders issued or adopted by the department.
If an applicant fails to comply with this paragraph, its self-insured
status may be revoked.
(8) Appeal. An applicant may appeal a denial or revocation
of self-insurance status by ling a petition for an administrative hearing
in accordance with §§1.21 et seq. of this title (relating to Procedures
in Contested Cases).
(e) Filing proof of insurance with the department.
(1) Forms.
(A) A motor carrier, other than a Type B household
goods carrier, shall le and maintain proof of automobile liability
insurance for all vehicles required to be registered under this subchap-
ter at all times. This proof shall be led on a form acceptable to the
director.
(B) A household goods carrier shall le and maintain
proof of cargo insurance for its cargo at all times. This proof shall be
on a form acceptable to the director.
(C) A tow truck company that performs nonconsent
tows shall le and maintain with the department proof of on-hook
cargo insurance for all nonconsent tows. This proof shall be on a form
acceptable to the director.
(2) Filing proof of insurance and nancial responsibility.
A motor carrier’s insurance or surety company, bank, or other nan-
cial institution shall le and maintain proof of insurance or nancial
responsibility on a form acceptable to the director:
(A) at the time of the original application for motor car-
rier certicate of registration;
(B) on or before the cancellation date of the insurance
coverage as described in subsection (f) of this section;
(C) when the motor carrier changes insurers;
(D) when the motor carrier asks to retain the certicate
number of a revoked certicate of registration;
(E) when the motor carrier changes its name under
§18.13(f)(2) of this subchapter;
(F) when the motor carrier, under subsection (a) of this
section, changes the classication of the cargo being transported; and
(G) when replacing another active insurance ling.
(3) Filing fee. Each certicate of insurance or proof of -
nancial responsibility led with the department for the coverage re-
quired under this section shall be accompanied by a nonrefundable l-
ing fee of $100. This fee applies both when the carrier submits an
original application and when the carrier submits a supplemental ap-
plication when retaining a revoked certicate of registration number.
(4) Acceptable lings. The department will not accept an
insurance policy or certicate of insurance unless it is issued by an in-
surance company licensed and authorized to do business in the State
of Texas. It must be in a form prescribed or approved by the DOI and
signed or countersigned by an authorized agent of the insurance com-
pany. The department will accept a certicate of insurance issued by
a surplus lines insurer that meets the requirements of Insurance Code,
Article 1.14-2, and rules adopted by the DOI under that article.
(f) Cancellation of insurance coverage. Except when replaced
by another acceptable form of insurance coverage or proof of nancial
responsibility approved by the department, no insurance coverage shall
be canceled or withdrawn until 30 days after notice has been given to
the department by the insurance company in a form approved by the
department. Nonetheless, proof of insurance coverage for a seven day
or 90 day certicate of registration may be canceled by the insurance
company without 30 days notice if the certicate of registration is ex-
pired, suspended, or revoked, and the insurance company provides a
cancellation date on the proof of insurance coverage. The department
will revoke a certicate of registration under §18.72 of this chapter for
failure to maintain proof of current insurance.
(g) Replacement insurance ling. The department will con-
sider a new insurance ling as the current record of nancial responsi-
bility required by this section if:
(1) the new insurance ling is received by the department;
and
(2) a cancellation notice has not been received for previous
insurance lings.
(h) Insolvency of insurance carrier. If the insurer of a mo-
tor carrier becomes insolvent or becomes involved in a receivership
or other insolvency proceeding, the motor carrier must le an afdavit
with the department. The afdavit must be executed by an owner, part-
ner, or ofcer of the motor carrier and show that:
(1) no accidents have occurred and no claims have arisen
during the insolvency of the insurance carrier; or
(2) all claims have been satised.
(i) Notications. The department shall notify the Texas De-
partment of Public Safety and other law enforcement agencies of each
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motor carrier whose certicate of registration has been revoked for fail-
ing to maintain liability insurance coverage.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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43 TAC §18.18
STATUTORY AUTHORITY
The repeal is adopted under Transportation Code, §201.101,
which provides the Texas Transportation Commission (commis-
sion) with the authority to establish rules for the conduct of the
work of the department, and more specically, Transportation
Code, §643.003, which allows the department to adopt rules to
administer Chapter 643 regarding motor carrier registration; and
Occupations Code, §2303.051, which provides the commission
with the authority to establish rules regarding vehicle storage fa-
cilities.
CROSS REFERENCE TO STATUTE
Transportation Code, Chapter 643, and Occupations Code,
Chapter 230.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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SUBCHAPTER E. CONSUMER PROTECTION
43 TAC §§18.51, 18.58, 18.63 - 18.65
STATUTORY AUTHORITY
The amendments are adopted under Transportation Code,
§201.101, which provides the Texas Transportation Commis-
sion (commission) with the authority to establish rules for the
conduct of the work of the department, and more specically,
Transportation Code, §643.003, which allows the department to
adopt rules to administer Chapter 643 regarding motor carrier
registration; and Occupations Code, §2303.051, which provides
the commission with the authority to establish rules regarding
vehicle storage facilities.
CROSS REFERENCE TO STATUTE
Transportation Code, Chapter 643, and Occupations Code,
Chapter 230.
§18.65. Tariff Registration.
(a) Submission. In accordance with Transportation Code,
§643.153, a household goods carrier and/or its household goods
agent shall le a tariff with the department. The tariff shall estab-
lish maximum rates and charges for transportation services when a
highway between two or more incorporated cities, towns or villages
is traversed. A household goods carrier who is not a member of an
approved association under §18.64 of this title (relating to Rates) shall
le a tariff individually. In lieu of ling individually, a household
goods carrier or its household goods agent, that is a member of an
approved association in accordance with §18.64 of this title (relating
to Rates), may designate a collective association as its ratemaking
association. The association may le a tariff, as required by this
subsection, for member carriers.
(1) Contents. The tariff:
(A) shall set out all rates, charges, rules, regulations, or
other provisions, in clear and concise terms, used to determine total
transportation charges;
(B) may provide for the offering, selling, or procuring
of insurance as provided in §18.54 of this title (relating to Selling In-
surance to Shippers);
(C) may provide for the base transportation charge to
include assumption by the household goods carrier for the full value of
the shipment in the event a policy or other appropriate evidence of the
insurance purchased by the shipper from the household goods carrier
is not issued to the shipper at the time of purchase;
(D) shall describe the procedure for determining
charges that are below the maximum rate for each service performed;
and
(E) shall reference a specic mileage guide or source,
if information on rates and charges based on mileage is included in the
tariff (The referenced mileage guide shall be led with the department
as an addendum to the tariff. If the household goods carrier utilizes
a computer database as a mileage guide, the household goods carrier
shall allow department personnel free access to the system when con-
ducting an inquiry regarding a specic movement performed by the
household goods carrier).
(2) Interstate tariff. In accordance with Transportation
Code, §643.153, a household goods carrier may satisfy the require-
ments of this subsection by ling a copy of its tariff governing
interstate household goods transportation services.
(3) Transmittal letter. A transmittal letter shall accompany
a tariff being led. The transmittal letter shall provide:
(A) the name of the household goods carrier;
(B) the Texas mailing address and street address of the
household goods carrier’s principal ofce;
(C) the household goods carrier’s registration number;
(D) the name and title of the household goods carrier’s
representative authorizing the tariff ling; and
(E) whether the tariff is being led on behalf of a mem-
ber carrier.
(4) Format. Tariffs shall be led:
(A) on 8 1/2" x 11" paper;
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(B) with a cover sheet showing:
(i) the name of the issuing household goods carrier
or collective ratemaking association;
(ii) the Texas mailing and street address;
(iii) the issuance date of the tariff;
(iv) the effective date of the tariff; and
(v) the tariff number; and
(C) separated into the following sections:
(i) general rules;
(ii) accessorial services; and
(iii) rates.
(5) Item numbers. Individual items shall be titled and des-
ignated by item number.
(6) Amendments. Any amendment to a tariff shall be led
with the department not less than 10 days prior to the effective date of
the amendment. The household goods carrier or collective ratemaking
association ling on behalf of its member may either le an amended
tariff in total or an amendment referencing the specic sections and
items which are being amended. The amendment format shall be the
same as required by paragraph (4) of this subsection. A transmittal
letter providing the same information as required by paragraph (3) of
this subsection shall accompany the amendment ling.
(7) Rejection. The department will reject a tariff or amend-
ment ling if it is determined the tariff:
(A) fails to meet the requirements of this section; or
(B) fails to fully disclose, in clear and concise terms, all
rates, charges, and rules.
(8) Electronic lings. A household goods carrier may le
an electronic copy of its tariff provided that the document is consis-
tent with the provision of this subsection and is formatted in Microsoft
Word or other format approved by the director.
(b) Operations. The department will accept a tariff which is
in substantial compliance with this section if the tariff was submitted
prior to November 1, 1995.
(c) Access. In accordance with Transportation Code,
§643.153, tariffs led in accordance with this section will be made
available for public inspection at the Motor Carrier Division, 4203
Bull Creek Road, Building 22, Austin, Texas, 78731, and by calling
1-800-299-1700.
(d) Conicts. All provisions of household goods carriers’ tar-
iffs are superseded to the extent they may conict with the provisions
of this chapter.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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SUBCHAPTER G. VEHICLE STORAGE
FACILITIES
43 TAC §§18.82, 18.87 - 18.93, 18.96
STATUTORY AUTHORITY
The amendments are adopted under Transportation Code,
§201.101, which provides the Texas Transportation Commis-
sion (commission) with the authority to establish rules for the
conduct of the work of the department, and more specically,
Transportation Code, §643.003, which allows the department to
adopt rules to administer Chapter 643 regarding motor carrier
registration; and Occupations Code, §2303.051, which provides
the commission with the authority to establish rules regarding
vehicle storage facilities.
CROSS REFERENCE TO STATUTE
Transportation Code, Chapter 643, and Occupations Code,
Chapter 230.
§18.92. Technical Requirements.
(a) Release of vehicles. The licensee shall comply with the
following requirements when releasing vehicles.
(1) The licensee shall comply with all provisions of Texas
Transportation Code, Chapter 685, relating to the rights of the owner of
a stored vehicle, including providing the name, address, and telephone
number of:
(A) the justice court that has jurisdiction in the precinct
in which the vehicle storage facility is located; and
(B) the name, address and telephone number of the per-
son or law enforcement agency that authorized the tow.
(2) The licensee shall provide the owner or the owner’s rep-
resentative with a tow ticket or wrecker slip as prescribed in §18.88 of
this subchapter.
(3) Except as provided in subsection (a)(8) of this section,
the licensee shall allow the vehicle owner or his/her authorized rep-
resentative to obtain possession of the vehicle at any time between
the hours listed on the facility information sign posted as described
in §18.91(d)(1) of this subchapter, upon payment of all fees due, pre-
sentation of valid identication (Texas drivers license or other state or
federally issued photo identication), and upon presentation of:
(A) a notarized power-of-attorney;
(B) a court order;
(C) a certicate of title;
(D) a tax collector’s receipt and a vehicle registration
renewal card accompanied by a conforming identication;
(E) notarized proof of loss claim of theft from an insur-
ance company to show a right to possession;
(F) positive name and address information correspond-
ing to that contained in the les of the department’s Vehicle Titles and
Registration Division; or
(G) a department approved Afdavit of Right of Pos-
session and Control, as dened in §18.82 of this subchapter, which is
to be furnished by the licensee upon request (an Afdavit of Right of
Possession and Control is not to be used as a repossession instrument).
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(4) All vehicle storage facilities shall have vehicles avail-
able for release 24 hours a day within one hour’s notice if it accepts
vehicles 24 hours a day.
(5) If a vehicle storage facility does not accept vehicles
24 hours a day, such facility must have vehicles available for release
within one hour between the hours of 8:00 a.m. and midnight Mon-
day-Saturday and from 8:00 a.m. to 5:00 p.m. on Sundays except for
nationally recognized holidays. It is not the intent of this section to
require release of vehicles after midnight, and refusal to release after
that time, even with notice after 11:00 p.m., is not a violation of this
section.
(6) In addition to other forms of payment accepted by the
vehicle storage facility, one of the following must be accepted for any
charge associated with delivery or storage of a vehicle:
(A) credit card;
(B) debit card; or
(C) electronic check.
(7) the licensee may not refuse to release the vehicle to the
vehicle’s owner due to nonpayment by the law enforcement agency
that directed the towing and storage of the vehicle for evidentiary or
examination purposes.
(8) Pursuant to 37 TAC §4.16, relating to commercial
vehicle regulations and enforcement procedures, a commercial motor
vehicle stored at the direction of the Texas Department of Public Safety
shall not be released until the amount of delinquent administrative
penalty assessed against the motor carrier has been paid.
(b) Notication of insurance information. Upon request by the
vehicle owner or the vehicle owner’s authorized representative, the li-
censee shall provide the name, address, and telephone number of the
insurance company that is providing required garage keeper’s legal li-
ability insurance coverage to the facility, in addition to the facility’s
insurance policy or certicate number for purposes of ling a claim
for loss or damage of property. The insurance information shall be the
same as that on le with the department.
(c) Publicly listed telephone number. All vehicle storage fa-
cilities shall have a publicly listed and operable telephone where the
licensee can be contacted. If the telephone number is changed from
the number set out in the vehicle storage license application, the li-
censee shall give the department written notice of the change prior to
the date the new number is used. The notice shall include the storage
lot’s name, its location, its license number, the old telephone number,
and the new telephone number.
(d) Inspection of stored vehicles. When the licensee, the li-
censee’s agent, or the licensee’s employee accepts a vehicle towed
without the vehicle owner’s consent, such person shall inspect the ve-
hicle and note as an addition on the wrecker slip or wrecker ticket any
differences from the information previously set out thereon, but shall
not write over or deface any prior writing on the slip or ticket. If the
license plate number or vehicle identication number on the wrecker
ticket or wrecker slip are incorrect, the vehicle storage facility shall
note on its records the correct number and notify every previously ad-
vised person within 48 hours of noting the correct information.
(e) Removal of parts; dismantling or demolishing of stored ve-
hicles. Except as stated to the contrary in this section, no parts shall be
removed from any vehicle, and no vehicle shall be dismantled or de-
molished within the storage area of a licensed vehicle storage facility.
Vehicles may be dismantled or demolished only if the storage lot has
a certicate of title, certicate of authority to demolish, police auction
sales receipt, or transfer document issued by the State of Texas for the
vehicle being dismantled or demolished.
(f) Use of stored vehicles. No stored vehicle may be utilized
for personal or business use without the written consent of the vehicle’s
owner.
(g) Reasonable storage efforts. A vehicle storage facility oper-
ator shall make reasonable efforts necessary for the storage of a vehicle,
such as locking doors, rolling up windows, and closing doors, hatch-
backs, sun roofs, trunks, hoods, or convertible tops. Such actions are
included in the storage fee as set forth in §18.93 of this subchapter.
(h) Impoundment of stored vehicles. If doors, windows, con-
vertible tops, hatchbacks, sun roofs, trunks, or hoods are broken or in-
operative, materials such as plastic or canvas tarpaulins must be used to
ensure the preservation of the stored vehicle. A vehicle storage facility
operator is entitled to charge a fee for impoundment if, in addition to
the requirements set out in this subsection, the vehicle storage facility
operator, at a minimum:
(1) conducts a written inventory of any unsecured personal
property contained in the vehicle;
(2) removes and stores all such property for which safe-
keeping is necessary, and species such removal and storage on the
written inventory; and
(3) obtains motor vehicle registration information for the
vehicle from the department.
(i) Repair or alteration of stored vehicles. A vehicle accepted
for storage may not be repaired, altered, or have parts removed or re-
placed without the vehicle owner’s or his authorized representative’s
consent.
(j) Vehicle transfers. When a motor vehicle has been delivered
to a vehicle storage facility, the vehicle may not be moved from that fa-
cility within the rst 31 days of storage without the vehicle owner’s au-
thorization. If it becomes necessary to move the vehicle during the rst
31 days of storage because of vehicle storage facility capacity prob-
lems, neither the registered vehicle owner nor recorded lienholder(s)
may be assessed an additional charge. The vehicle storage facility must
send notice in accordance with §18.87 of this subchapter, except that
the notice must be sent no less than 72 hours prior to moving the vehi-
cle. If a vehicle is moved from a vehicle storage facility, the licensee
shall:
(1) charge only those fees otherwise permitted by §18.93
of this subchapter after the vehicle is towed to another location without
the vehicle owner’s permission;
(2) retain records and inform the vehicle owner upon re-
quest of the location where the vehicle is at all times from the date on
which the vehicle is transferred from the vehicle storage facility until
such time as the vehicle is recovered by the vehicle owner, or a new
certicate of title, a certicate of authority to demolish, a police auc-
tion sales receipt, or a transfer document is issued by the State of Texas;
and
(3) maintain a record of the ultimate disposition of the ve-
hicle, including the date and name of the person to whom the vehicle is
released or a description of the document under which the vehicle was
sold or demolished.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
Filed with the Ofce of the Secretary of State on April 28, 2006.
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CHAPTER 21. RIGHT OF WAY
SUBCHAPTER B. UTILITY ADJUSTMENT,
RELOCATION, OR REMOVAL
43 TAC §21.23
The Texas Department of Transportation (department) adopts
new §21.23 concerning state participation for utility adjustments,
relocations, or removals made on toll-related facilities. New
§21.23 is adopted without changes to the proposed text as
published in the February 10, 2006, issue of the Texas Register
(31 TexReg 839) and will not be republished.
EXPLANATION OF ADOPTED NEW SECTION
House Bill 2702, 79th Legislature, Regular Session, 2005,
amended Transportation Code, §203.092. The amendments
to Transportation Code, §203.092, require the department
and utilities to share equally the costs of utility adjustments,
relocations, or removals made prior to September 1, 2007 on
toll-related state highway improvements.
The new section is necessary to implement this legislation and
to establish procedures concerning reimbursement of public util-
ities for facility adjustments, relocations, or removals undertaken
on toll-related facilities.
In order to ensure that eligible costs are properly incurred and
tracked, new §21.23 requires a utility that is relocating facilities
on a toll-related facility to enter into an agreement with the de-
partment or, under certain circumstances, a department contrac-
tor, prior to commencing work. Eligibility to enter an agreement is
determined by the department or its contractor based on the ex-
istence of a conict between a utility’s facility and the proposed
toll facility. If a dispute arises as to a utility’s eligibility, a utility
may appeal to the Director of the Right of Way Division. The
section also establishes eligible relocation costs in accordance
with Transportation Code, §203.092(d). To be consistent with
the September 1, 2007 expiration of the reimbursement autho-
rization in Transportation Code, §203.092, §21.23, paragraph (2)
of subsection (d), limits reimbursement eligibility to those costs
actually incurred prior to September 1, 2007.
COMMENTS
No comments on the proposed new section were received.
STATUTORY AUTHORITY
The new section is adopted under Transportation Code,
§201.101, which provides the Texas Transportation Commis-
sion (commission) with the authority to establish rules for the
conduct of the work of the department, and more specically,
Transportation Code, Chapter 203, which authorizes the com-
mission to construct a modern state highway system.
CROSS REFERENCE TO STATUTE
Transportation Code, §203.092.
This agency hereby certies that the adoption has been reviewed
by legal counsel and found to be a valid exercise of the agency’s
legal authority.
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Proposed Rule Reviews
Texas Department of Criminal Justice
Title 37, Part 6
The Texas Board of Criminal Justice les this notice of intent to review
Title 37, Part 6, Chapter 151, General Provisions, §151.6, Petition for
the Adoption of a Rule, and §151.55, Disposal of Surplus Agricultural
Goods and Agricultural Personal Property.
This review is being conducted pursuant to Texas Government Code
§2001.039 which requires rule review every four years.
Comments should be directed to Melinda Hoyle Bozarth, General
Counsel, Texas Department of Criminal Justice, P.O. Box 13084,
Austin, Texas 78711, Melinda.Bozarth@tdcj.state.tx.us. Written
comments from the general public should be received within 30 days
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Filed: April 27, 2006
Texas Groundwater Protection Committee
Title 21, Part 18
The Texas Groundwater Protection Committee (TGPC or committee)
les this notice of intention to review and proposes the readoption of
Chapter 601, Groundwater Contamination Report, with amendments
as concurrently published in the Proposed Rules section of this issue of
the Texas Register.
This review of Chapter 601 is proposed in accordance with the require-
ments of Texas Government Code, §2001.039, which requires state
agencies to review and consider for readoption each of their rules ev-
ery four years. The review must include an assessment of whether the
reasons for the rules continue to exist.
CHAPTER SUMMARY
The TGPC was created by the 71st Legislature in 1989 to bridge gaps
between existing state groundwater programs and to optimize water
quality protection by improving coordination among agencies involved
in groundwater activities. The committee’s rules in Chapter 601 dene
the conditions that constitute groundwater contamination for the pur-
pose of inclusion of cases in the public les for each state agency having
responsibilities related to the protection of groundwater. These rules
also describe the contents of the committee’s Joint Groundwater Mon-
itoring and Contamination Report required under Texas Water Code
(TWC), §26.406. The report describes the current status of ground-
water monitoring activities conducted by or required by each agency
at regulated facilities or associated with regulated activities; contains
a description of each case of groundwater contamination documented
during the previous calendar year; contains a description of each case
of contamination documented during the previous year for which en-
forcement action was incomplete at the time of issuance of the preced-
ing report; and indicates the status of enforcement action for each case
of contamination which is listed. The rules also specify the form and
content of notices of groundwater contamination that must be mailed
to each owner of a private drinking water well that may be affected by
documented cases of groundwater contamination and to each applica-
ble groundwater conservation district as directed by TWC, §26.408.
PRELIMINARY ASSESSMENT OF WHETHER THE REASONS
FOR THE RULES CONTINUE TO EXIST
The committee conducted a preliminary review and determined that the
reasons for the rules in Chapter 601 continue to exist. Chapter 601 is
necessary because TWC, §26.406 specically provides that the com-
mittee shall adopt rules dening the conditions that constitute ground-
water contamination for purposes of inclusion of cases in the public
les and the joint report required by this section, and TWC, §26.408
specically directs the committee to designate the form and content
of the notice of groundwater contamination mailed to owners of pri-
vate drinking water wells and to groundwater conservation districts.
To meet these statutory requirements, the rules provide the denitions
and applicability for maintaining public les on groundwater contami-
nation cases and contents of the annual Joint Groundwater Monitoring
and Contamination Report required by TWC, §26.406(d) and the form
and content of the mailed notice required by TWC, §26.408(c).
PUBLIC COMMENT
This proposal is limited to the review in accordance with the require-
ments of Texas Government Code, §2001.039. The committee invites
public comment on whether the reasons for the rules in Chapter 601
continue to exist. Comments may be submitted to Kathleen McCor-
mack, Groundwater Planning and Assessment, MC 147, Texas Com-
mission on Environmental Quality, P. O. Box 13087, Austin, Texas
78711-3087 or faxed to (512) 239-4450. All comments should refer-
ence TGPC-Groundwater Contamination Report Quadrennial Review.
Comments must be received by 5:00 p.m., June 12, 2006. For further
information or questions concerning this proposal, please contact Mary
Ambrose, Designated Chairman, Texas Groundwater Protection Com-
mittee, at (512) 239-4813.
TRD-200602372
RULE REVIEW May 12, 2006 31 TexReg 3919
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Groundwater Protection Committee
Filed: April 28, 2006
Adopted Rule Reviews
Texas Department of Criminal Justice
Title 37, Part 6
The Texas Department of Criminal Justice (TDCJ) readopts Title 37,
Part 6, Chapter 163, Community Justice Assistance Division Stan-
dards, §163.45, Distribution of Community Corrections Funding, as
proposed in the December 30, 2005, issue of the Texas Register.
The purpose of the rule is to notify the judiciary, Community Super-
vision and Corrections Departments, and the public that community
corrections funding shall be distributed in accordance with applicable
law and TDCJ rules and policy.
No comments were received. However, during the approval process for
placement on the Agenda, it was noted that the acronym TDCJ needed
to be dened in the rule.
The rule is readopted under Texas Government, §493.003.





Texas Department of Criminal Justice
Filed: April 27, 2006
Finance Commission of Texas
Title 7, Part 1
The Finance Commission of Texas, on behalf of the Ofce of Consumer
Credit Commissioner (agency), has completed the review of Texas Ad-
ministrative Code, Title 7, Part 1, Chapter 1, Subchapter Q (§§1.1201
- 1.1207, 1.1211 - 1.1212, 1.1214 - 1.1217, 1.1221 - 1.1222, 1.1224 -
1.1227, 1.1231 - 1.1232, 1.1234 - 1.1237, 1.1241 - 1.1242, 1.1244 -
1.1247, and 1.1251 - 1.1256) relating to Chapter 342, Plain Language
Contract Provisions, and Subchapter S (§§1.1401 - 1.1410) relating to
Motor Vehicle Sales Finance Licenses, pursuant to §2001.039, Texas
Government Code.
Notice of the review of 7 TAC Chapter 1, Subchapters Q and S was
published in the Texas Register as required on February 3, 2006 (31
TexReg 711). The agency received no comments in response to that
notice.
The Ofce of Consumer Credit Commissioner, which administers these
rules, believes that the reasons for initially adopting the rules contained
in these subchapters continue to exist. However, the agency determined
that these rules should be relocated and that certain revisions are ap-
propriate and necessary. The proposed repeals of Subchapter Q and
Subchapter S, as well as the proposed new sections contained within
new Chapters 90 and 84, respectively, are being concurrently published
elsewhere in this issue of the Texas Register and will be open for an ad-
ditional 30-day public comment period prior to nal adoption or repeal
by the commission.
Any questions or written comments pertaining to the proposed
changes (published elsewhere in this issue) resulting from this
rule review should be directed to Laurie Hobbs, Assistant General
Counsel, Ofce of Consumer Credit Commissioner, 2601 North
Lamar Boulevard, Austin, Texas 78705-4207, or by e-mail to lau-
rie.hobbs@occc.state.tx.us.
Subject to the proposed repeals of Subchapter Q and Subchapter S,
the commission nds that the reasons for initially adopting these rules
continue to exist and readopts these sections without changes in accor-
dance with the requirements of Texas Government Code, §2001.039.
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Filed: May 1, 2006
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Ark-Tex Council of Governments
Request for Proposals for Provision of Regional Law
Enforcement Training
The Ark-Tex Council of Governments (ATCOG) is soliciting proposals
for the provision of regional law enforcement training through a grant
provided by the Texas Governor’s Ofce, Criminal Justice Division.
The types of training to be provided include: Basic Law Enforce-
ment Ofcer, Basic Jailer Certication, Basic Tele-Communicators,
and Advanced Law Enforcement Training. The period of performance
is September 1, 2006 through August 31, 2007.
The service delivery area includes the following counties in Texas:
Bowie, Cass, Delta, Franklin, Hopkins, Lamar, Morris, Red River, and
Titus.
Potential respondents may obtain a copy of the request for proposal,
scoring guidelines, and project scoring criteria by contacting Brenda
Stone, Ark-Tex Council of Governments, P. O. Box 5307, Texarkana,
Texas 75505-5307, or call (903) 832-8636. The deadline for proposal
submission is June 23, 2006, at 5:00 p.m. The Ark-Tex Council of Gov-
ernments Regional Criminal Justice Advisory Committee will score
multiple proposals received. Respondents will be notied in writing





Ark-Tex Council of Governments
Filed: May 3, 2006
Ofce of the Attorney General
Notice of Settlement of a Texas Clean Air Act Enforcement
Action
Notice is hereby given by the State of Texas of the following proposed
resolution of an environmental enforcement lawsuit under the Texas
Water and Health & Safety Codes. Before the State may settle a judi-
cial enforcement action, pursuant to the Texas Water Code, the State
shall permit the public to comment in writing on the proposed judg-
ment. The Attorney General will consider any written comments and
may withdraw or withhold consent to the proposed agreed judgment
if the comments disclose facts or considerations that indicate that the
consent is inappropriate, improper, inadequate, or inconsistent with the
requirements of the Acts.
Case Title and Court: Settlement Agreement in Harris County, Texas
and the State of Texas v. Texas Petrochemicals, L.P., Cause No.
2006-05464, in the 269th Judicial District Court of Harris County,
Texas.
Background: The State, on behalf of the Texas Commission on En-
vironmental Quality (TCEQ or Commission), joined in this suit with
Harris County to enforce against a violation of the Texas Clean Air Act
at a natural gas odorizing facility in Houston, Texas. The defendant is
Texas Petrochemicals, L.P. The violations arise from an emission of air
contaminants at the facility that caused nuisance conditions.
Nature of Settlement: The proposed settlement with Texas Petrochem-
icals, L.P. orders a payment of $18,000.00 to the Harris County Pub-
lic Health Ozone Monitoring Network, a supplemental environmental
project; $1,750.00 in attorney’s fees, $750 to the State of Texas and
$1,000 to Harris County; and court costs.
For a complete description of the proposed settlement, the Agreed Fi-
nal Judgment should be reviewed. Requests for copies of the judgment,
and written comments on the proposed settlement should be directed
to Sarah Jane Utley, Assistant Attorney General, Ofce of the Texas
Attorney General, P.O. Box 12548, Austin, Texas 78711-2548, (512)
463-2012, facsimile (512) 320-0911. Written comments must be re-
ceived within 30 days of publication of this notice to be considered.
For information regarding this publication, contact Lauri Saathoff,




Of¿ce of the Attorney General
Filed: May 1, 2006
Coastal Coordination Council
Notice and Opportunity to Comment on Requests for
Consistency Agreement/Concurrence Under the Texas Coastal
Management Program
On January 10, 1997, the State of Texas received federal approval
of the Coastal Management Program (CMP) (62 Federal Register pp.
1439-1440). Under federal law, federal agency activities and actions
affecting the Texas coastal zone must be consistent with the CMP goals
and policies identied in 31 TAC Chapter 501. Requests for federal
consistency review were deemed administratively complete for the fol-
lowing project(s) during the period of April 21, 2006, through April
27, 2006. As required by federal law, the public is given an opportu-
nity to comment on the consistency of proposed activities in the coastal
zone undertaken or authorized by federal agencies. Pursuant to 31 TAC
§§506.25, 506.32, and 506.41, the public comment period for these ac-
tivities extends 30 days from the date published on the Coastal Coordi-
nation Council web site. The notice was published on the web site on
May 3, 2006. The public comment period for these projects will close
at 5:00 p.m. on June 2, 2006.
FEDERAL AGENCY ACTIONS:
Applicant: Davis Petroleum Corporation; Location: The project is
located in State Tract 114, Galveston Bay, approximately 9.5 miles
northeast of the FM 518 and State Highway 146 intersection in Cham-
bers County, Texas. The project can be located on the U.S.G.S. quad-
rangle map entitled: Bacliff, Texas. Approximate UTM Coordinates
in NAD 27 (meters): Zone 15; Easting: 317948; Northing: 3276215.
Project Description: The applicant proposes to drill an oil and gas well,
install and maintain a well platform, production platform, and lay ow-
IN ADDITION May 12, 2006 31 TexReg 4081
lines from the well to the production platform. Approximately 2,667
cubic yards of crushed rock or gravel may be installed within 0.55 acres
of open water under the drill rig if necessary. No sales pipeline is pro-
posed at this time. CCC Project No.: 06-0259-F1; Type of Application:
U.S.A.C.E. permit application #24056 is being evaluated under §10 of
the Rivers and Harbors Act of 1899 (33 U.S.C.A. §403) and §404 of the
Clean Water Act (33 U.S.C.A. §1344). Note: The consistency review
for this project may be conducted by the Texas Railroad Commission
under §401 of the Clean Water Act.
Applicant: Davis Petroleum Corporation; Location: The project is
located in State Tract 204, Galveston Bay, approximately 8.5 miles
east-northeast of the FM 518 and State Highway 146 intersection, in
Chambers County, Texas. The project can be located on the U.S.G.S.
quadrangle map entitled: Bacliff, Texas. Approximate UTM Coor-
dinates in NAD 27 (meters): Zone 15; Easting: 317525; Northing:
3272466. Project Description: The applicant proposes to drill an oil
and gas well, install and maintain a well platform, production platform,
and lay owlines from the well to the production platform. Approx-
imately 2,667 cubic yards of crushed rock or gravel may be installed
within 0.55 acres of open water under the drill rig if necessary. No sales
pipeline is proposed at this time. CCC Project No.: 06-0260-F1; Type
of Application: U.S.A.C.E. permit application #24057 is being eval-
uated under §10 of the Rivers and Harbors Act of 1899 (33 U.S.C.A.
§403) and §404 of the Clean Water Act (33 U.S.C.A. §1344). Note:
The consistency review for this project may be conducted by the Texas
Railroad Commission under §401 of the Clean Water Act.
Applicant: F-W Oil Exploration LLC; Location: The project is lo-
cated in the OCS Federal Waters, Gulf of Mexico, in North Padre Is-
land Blocks 996, 997, 989, 976, 977, 968, and 967, offshore, Texas.
The proposed pipeline would cross the Brazos Santiago Pass Safety
Fairway in North Padre Island Blocks 996, 997, and 989 where the
pipeline would be buried a minimum of 10 feet deep. Using State
Plane Coordinates, Texas South Zone, NAD 27: Pipeline enters fair-
way: X=2,507,958.24; Y=390,533.30 in Block 996 Pipeline exits fair-
way: X=2,495,923.45; Y=407,682.72 in Block 989. Project Descrip-
tion: The applicant requests authorization to install, maintain and op-
erate a 12.75-inch natural gas and condensate right-of-way pipeline
(approximately 13.14 miles) from North Padre Island Block 996, sub-
sea tie-in point to a subsea tie-in point with Transco’s existing 10-inch
pipeline; a portion of which intersects the Brazos Santiago Pass Safety
Fairway in North Padre Island Blocks 996, 997, and 989. The proposed
pipeline route would run parallel to an existing pipeline (Department
of the Army Permit 19409). The project site is located in the Gulf of
Mexico in Blocks 996, 989, 976, 977, and 968, offshore, Texas. CCC
Project No.: 06-0263-F1; Type of Application: U.S.A.C.E. permit ap-
plication #24125 is being evaluated under §10 of the Rivers and Har-
bors Act of 1899 (33 U.S.C.A. §403).
Applicant: Hall-Houston Exploration LP; Location: The project is
located approximately 5.67 miles from the Texas coastline in Galve-
ston Area (GA), Freeport Anchorage Area, State Tract (ST) 278L in the
Gulf of Mexico, Brazoria County, Texas. The project can be located
in State Plane XY Coordinates, NAD 27, Texas South Central (feet)
at X=3,213,015.81; Y= 408,640.00. Project Description: The appli-
cant proposes to directionally drill 1-3 wells from a surface location
in GA, Block 278-L which is located in the Freeport Anchorage Area.
The purpose of the project is to produce natural gas and/or condensate
from an offset lease (MF106182). A typical jack-up rig would be uti-
lized and if producible a 4-pile production platform would be installed.
CCC Project No.: 06-0264-F1; Type of Application: U.S.A.C.E. per-
mit application #24166 is being evaluated under §10 of the Rivers and
Harbors Act of 1899 (33 U.S.C.A. §403).
Applicant: MCX Gulf of Mexico; Location: The project is located
in the Gulf of Mexico, OCS Federal Waters, in Mustang Island Area
(MU) Blocks 726, 742, and 754, located within the Aransas Pass An-
chorage Area and the Aransas Pass Safety Fairway. The project can be
located using the following State Plane XY Coordinates in NAD 27,
Texas South Zone in U.S. Survey Feet: Proposed Pipeline begins at
Well No.1 (DA Permit 23410) at X=2,555,773.24’; Y=782,632.28’ En-
ters Safety Fairway at X=2,556,410.91’; Y=779,256.62’ Exits Safety
Fairway at X=2,558,851.16’; Y=766,338.66’ Ties-into CBL Capital
Corporation’s 12-inch pipeline at X=2,559,897.99’; Y=760,797.03’.
Project Description: The applicant proposes to install, maintain and
operate a 6-inch oil pipeline to transport production from MCX Gulf
of Mexico, LLC’s Mustang Island Block 726A platform to a subsea
tie-in point on CBL Capital Corporation’s 12-inch pipeline (Segment
No. 9026). The water depth of the route varies from 70-feet to 84-feet.
The pipeline would be buried a minimum of 10 feet deep in the fairway
and a minimum depth of 16.5 feet deep in the anchorage. CCC Project
No.: 06-0265-F1; Type of Application: U.S.A.C.E. permit application
#24176 is being evaluated under §10 of the Rivers and Harbors Act of
1899 (33 U.S.C.A. §403).
Pursuant to §306(d)(14) of the Coastal Zone Management Act of 1972
(16 U.S.C.A. §§1451-1464), as amended, interested parties are invited
to submit comments on whether a proposed action is or is not consis-
tent with the Texas Coastal Management Program goals and policies
and whether the action should be referred to the Coastal Coordination
Council for review.
Further information on the applications listed above may be obtained
from Ms. Tammy Brooks, Program Specialist, Coastal Coordi-
nation Council, P.O. Box 12873, Austin, Texas 78711-2873, or
tammy.brooks@glo.state.tx.us. Comments should be sent to Ms.
Brooks at the above address or by fax at (512) 475-0680.
TRD-200602437
Larry L. Laine
Chief Clerk, Deputy Land Commissioner
Coastal Coordination Council
Filed: May 2, 2006
Comptroller of Public Accounts
Certication of the Average Taxable Price of Gas and Oil
The Comptroller of Public Accounts, administering agency for the col-
lection of the Crude Oil Production Tax, has determined that the av-
erage taxable price of crude oil for reporting period April 2006, as re-
quired by Tax Code, §202.058, is $58.42 per barrel for the three-month
period beginning on January 1, 2006, and ending March 31, 2006.
Therefore, pursuant to Tax Code, §202.058, crude oil produced during
the month of April 2006, from a qualied Low-Producing Oil Lease, is
not eligible for exemption from the crude oil production tax imposed
by Tax Code, Chapter 202.
The Comptroller of Public Accounts, administering agency for the col-
lection of the Natural Gas Production Tax, has determined that the av-
erage taxable price of gas for reporting period April 2006, as required
by Tax Code, §201.059, is $6.78 per mcf for the three-month period
beginning on January 1, 2006, and ending March 31, 2006. Therefore,
pursuant to Tax Code, §201.059, gas produced during the month of
April 2006, from a qualied Low-Producing Well, is not eligible for
exemption from the natural gas production tax imposed by Tax Code,
Chapter 201.
Inquiries should be directed to Bryant K. Lomax, Manager, Tax Policy
Division, P. O Box 13528, Austin, Texas 78711-3528.
31 TexReg 4082 May 12, 2006 Texas Register
TRD-200602371
Martin Cherry
Chief Deputy General Counsel
Comptroller of Public Accounts
Filed: April 28, 2006
Notice of Contract Award
Pursuant to Chapters 403, 2156, and 2305, Texas Government Code,
the Comptroller of Public Accounts (Comptroller) State Energy Con-
servation Ofce (SECO) announces the award for energy education
outreach services for the Schools and Local Government Program. The
Notice of Request for Proposals was published in the February 3, 2006,
issue of Texas Register (31 TexReg 733) (RFP 175g).
The contract was awarded to the University of Texas at El Paso, 500 W.
University, El Paso, Texas 79968. The total amount of this contract is
not to exceed $145,026.00. The term of the contract is April 24, 2006
to August 31, 2006.
TRD-200602369
William Clay Harris
Assistant General Counsel, Contracts
Comptroller of Public Accounts
Filed: April 27, 2006
Ofce of Consumer Credit Commissioner
Notice of Rate Ceilings
The Consumer Credit Commissioner of Texas has ascertained the fol-
lowing rate ceilings by use of the formulas and methods described in
§303.003 and §303.009, Tex. Fin. Code.
The weekly ceiling as prescribed by §303.003 and §303.009
for the period of 05/08/06 - 05/14/06 is 18% for Con-
sumer1/Agricultural/Commercial2/credit through $250,000.
The weekly ceiling as prescribed by §303.003 and §303.009 for the
period of 05/08/06 - 05/14/06 is 18% for Commercial over $250,000.
1 Credit for personal, family or household use.




Of¿ce of Consumer Credit Commissioner
Filed: May 2, 2006
Texas Education Agency
Request for Personal Financial Literacy Materials - High
School Level for the 2006 - 2007 School Year
Description. The Texas Education Agency (TEA) is notifying organi-
zations of a second opportunity to submit for review personal nan-
cial literacy materials for use in high school economics courses. The
original notice was published in the Texas Register on March 3, 2006
(31 TexReg 1499). Organizations who submitted materials under the
March 2006 notice do not need to resubmit. Approved materials will
be added to the List of Approved Personal Financial Literacy Materials
for use by schools beginning with the 2006 - 2007 school year. Texas
Education Code (TEC), §28.002, authorizes the State Board of Educa-
tion to approve materials for use in courses meeting a requirement for
an economics credit under TEC, §28.025.
Program Requirements. Materials submitted for review may include
any of the following areas of instruction: understanding interest; avoid-
ing and eliminating credit card debt; understanding the rights and re-
sponsibilities of renting or buying a home; managing money to make
the transition from renting a home to home ownership; starting a small
business; being a prudent investor in the stock market and using other
investment options; beginning a savings program and planning for re-
tirement; bankruptcy; the types of bank accounts available to con-
sumers and the benets of maintaining a bank account; balancing a
checkbook; the types of loans available to consumers and becoming a
low-risk borrower; understanding insurance; and/or charitable giving.
Selection Criteria. Organizations will be responsible for submitting
materials that they wish to be reviewed for consideration for inclusion
on the List of Approved Personal Financial Literacy Materials. All
materials submitted for review must satisfy at least one of the areas
of instruction in the preceding list and must be submitted with a ver-
ication of the extent to which the areas are covered in the materials.
The verication form may be downloaded from the TEA website at
http://www.tea.state.tx.us/curriculum/social/verify.doc.
Materials must be submitted to Michelle Ungurait, Director, Social
Studies, Texas Education Agency, Room 3-121, 1701 North Congress
Avenue, Austin, Texas 78701 by 5:00 p.m. (Central Time), Monday,
June 12, 2006, to be considered for inclusion on the List of Approved
Personal Financial Literacy Materials.
TRD-200602452
Cristina De La Fuente-Valadez
Director, Policy Coordination
Texas Education Agency
Filed: May 3, 2006
Texas Commission on Environmental Quality
Enforcement Orders
An agreed order was entered regarding W. Silver, Inc., Docket No.
2004-0031-AIR-E on April 18, 2006 assessing $4,560 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Deborah Bynum, Staff Attorney at (512) 239-1976, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
An agreed order was entered regarding Bill Wilson dba Wilson’s
Sand Pit, Docket No. 2004-0960-AIR-E on April 18, 2006 assessing
$55,000 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Alfred Okpohworho, Staff Attorney at (713) 422-8918,
Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Metro Brick Company dba
Metro Brick and Stone, Docket No. 2004-1063-WQ-E on April 18,
2006 assessing $6,000 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Laurencia Fasoyiro, Staff Attorney at (713) 422-8914,
Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
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An agreed order was entered regarding Sarn Management, Inc. dba
Toor Food Mart, Docket No. 2004-1328-PST-E on April 18, 2006
assessing $1,975 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Kari Gilbreth, Staff Attorney at (512) 239-1320, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Ernest Muntz dba Two Pines
Mobile Home Park and Mary Muntz dba Two Pines Mobile Home Park,
Docket No. 2004-1470-PWS-E on April 18, 2006 assessing $10,413
in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Kathleen Decker, Staff Attorney at (512) 239-6500, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
A default order was entered regarding Mohammad Arif dba Super Stop
4, Docket No. 2005-0078-PST-E on April 18, 2006 assessing $2,100
in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Lena Roberts, Staff Attorney at (512) 239-0019, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Derek Wasson dba Corner Mart
Grocery & Station, Docket No. 2005-0085-PST-E on April 18, 2006
assessing $3,150 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Kathleen Decker, Staff Attorney at (512) 239-6500, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
An agreed order was entered regarding City of Brady, Docket No.
2005-0099-MSW-E on April 18, 2006 assessing $12,947 in adminis-
trative penalties with $2,589 deferred.
Information concerning any aspect of this order may be obtained by
contacting J. Mac Vilas, Enforcement Coordinator at (512) 239-2557,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Noorie Traders, Inc. dba Humble
Food Store, Docket No. 2005-0307-PST-E on April 18, 2006 assessing
$1,600 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Lena Roberts, Staff Attorney at (512) 239-0019, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Tashi Enterprise, Inc. dba Star
Jet Truck Stop, Docket No. 2005-0334-PST-E on April 18, 2006 as-
sessing $4,280 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Lena Roberts, Staff Attorney at (512) 239-0019, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Jose Luis Munoz, Docket No.
2005-0420-LII-E on April 18, 2006 assessing $263 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Rachael Gaines, Staff Attorney at (512) 239-1877, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
An agreed order was entered regarding Cayuga Independent School
District Public Facility Corporation, Docket No. 2005-0535-MWD-E
on April 18, 2006 assessing $10,250 in administrative penalties with
$2,050 deferred.
Information concerning any aspect of this order may be obtained by
contacting Carolyn Lind, Enforcement Coordinator at (903) 535-5145,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of San Angelo, Docket No.
2005-0653-MSW-E on April 18, 2006 assessing $16,000 in adminis-
trative penalties.
Information concerning any aspect of this order may be obtained by
contacting Elvia Maske, Enforcement Coordinator at (512) 239-0789,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Jimmie C. Chambers, Docket
No. 2005-0715-MSW-E on April 18, 2006 assessing $5,250 in admin-
istrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Lena Roberts, Staff Attorney at (512) 239-0019, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Wal-Mart Stores, Inc., Docket
No. 2005-0775-IWD-E on April 18, 2006 assessing $18,760 in admin-
istrative penalties with $3,752 deferred.
Information concerning any aspect of this order may be obtained by
contacting Carolyn Lind, Enforcement Coordinator at (903) 535-5145,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Crandall, Docket No.
2005-0837-MWD-E on April 18, 2006 assessing $2,982 in administra-
tive penalties with $596 deferred.
Information concerning any aspect of this order may be obtained by
contacting Thomas Greimel, Enforcement Coordinator at (512) 239-
5690, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Murphy Oil USA, Inc. dba
Murphy USA 7126, Docket No. 2005-0892-PST-E on April 18, 2006
assessing $12,150 in administrative penalties with $2,430 deferred.
Information concerning any aspect of this order may be obtained by
contacting Thomas Greimel, Enforcement Coordinator at (512) 239-
5690, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Exxon Mobil Corporation,
Docket No. 2005-0993-AIR-E on April 18, 2006 assessing $28,900
in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Miriam Hall, Enforcement Coordinator at (512) 239-1044,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Sunray Mini Mart #2, Inc. dba
Otal All Seasons Food Store, Docket No. 2005-1048-PST-E on April
18, 2006 assessing $5,600 in administrative penalties with $1,120 de-
ferred.
Information concerning any aspect of this order may be obtained by
contacting Shontay Wilcher, Enforcement Coordinator at (512) 239-
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2136, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Veterans of Foreign Wars of the
United States Post 8953, Docket No. 2005-1058-PWS-E on April 18,
2006 assessing $1,100 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Rebecca Davis, Staff Attorney at (512) 239-5487, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
An agreed order was entered regarding Hudspeth County Water Con-
trol and Improvement District No. 1, Docket No. 2005-1097-MWD-E
on April 18, 2006 assessing $10,080 in administrative penalties with
$2,016 deferred.
Information concerning any aspect of this order may be obtained by
contacting Howard Willoughby, Enforcement Coordinator at (361)
825-3140, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding William K. Ingram, Docket No.
2005-1143-OSI-E on April 18, 2006 assessing $188 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Becky Combs, Staff Attorney at (512) 239-6939, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Breckenridge, Docket
No. 2005-1171-PWS-E on April 18, 2006 assessing $665 in adminis-
trative penalties.
Information concerning any aspect of this order may be obtained
by contacting Michael Limos, Enforcement Coordinator at (512)
239-5839, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Sid Richardson Pipeline, Ltd.,
Docket No. 2005-1304-AIR-E on April 18, 2006 assessing $6,222 in
administrative penalties with $1,244 deferred.
Information concerning any aspect of this order may be obtained by
contacting Suzanne Walrath, Enforcement Coordinator at (512) 239-
2134, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Invista S.A.R.L., Docket No.
2005-1309-AIR-E on April 18, 2006 assessing $2,340 in administrative
penalties with $468 deferred.
Information concerning any aspect of this order may be obtained by
contacting Daniel Siringi, Enforcement Coordinator at (409) 899-8799,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Dallas Oil Service, Inc., Docket
No. 2005-1312-MSW-E on April 18, 2006 assessing $525 in adminis-
trative penalties with $105 deferred.
Information concerning any aspect of this order may be obtained by
contacting Jaime Garza, Enforcement Coordinator at (956) 430-6030,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Precision Painting Inc., Docket
No. 2005-1332-AIR-E on April 18, 2006 assessing $2,000 in admin-
istrative penalties with $400 deferred.
Information concerning any aspect of this order may be obtained by
contacting Audra Ruble, Enforcement Coordinator at (361) 825-3126,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding A&F Brothers, Inc. dba Super
Stop 19, Docket No. 2005-1379-PST-E on April 18, 2006 assessing
$14,520 in administrative penalties with $2,904 deferred.
Information concerning any aspect of this order may be obtained by
contacting Ruben Soto, Enforcement Coordinator at (512) 239-4571,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Hernan F. Maya, Docket No.
2005-1387-LII-E on April 18, 2006 assessing $625 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Shana Horton, Staff Attorney at (512) 239-1088, Texas
Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
A default order was entered regarding Rubina, Incorporated, Docket
No. 2005-1389-PST-E on April 18, 2006 assessing $3,150 in admin-
istrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Shawn Slack, Staff Attorney at (512) 239-1877, Texas Com-
mission on Environmental Quality, P.O. Box 13087, Austin, Texas
78711-3087.
An agreed order was entered regarding Jim Wells County, Docket No.
2005-1398-MLM-E on April 18, 2006 assessing $1,800 in administra-
tive penalties with $360 deferred.
Information concerning any aspect of this order may be obtained by
contacting Howard Willoughby, Enforcement Coordinator at (361)
825-3140, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Sherwin Alumina, L.P., Docket
No. 2005-1446-AIR-E on April 18, 2006 assessing $4,425 in admin-
istrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Trina Grieco, Enforcement Coordinator at (210) 403-4006,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Wichita Falls, Docket
No. 2005-1507-PWS-E on April 18, 2006 assessing $10,296 in admin-
istrative penalties with $2,059 deferred.
Information concerning any aspect of this order may be obtained by
contacting Sherronda Martin, Enforcement Coordinator at (713) 767-
3680, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Wallace Allen Raynor dba Sun
Acres Mobile Home Park, Docket No. 2005-1530-PWS-E on April 18,
2006 assessing $318 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Howard Willoughby, Enforcement Coordinator at (361)
825-3140, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Southwest Energy Distribu-
tors, Inc., Docket No. 2005-1555-IWD-E on April 18, 2006 assessing
$4,800 in administrative penalties with $960 deferred.
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Information concerning any aspect of this order may be obtained by
contacting Thomas Greimel, Enforcement Coordinator at (512) 239-
5690, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Bill Briscoe Enterprises, Inc.,
Docket No. 2005-1611-MSW-E on April 18, 2006 assessing $3,060 in
administrative penalties with $612 deferred.
Information concerning any aspect of this order may be obtained by
contacting Joseph Daley, Enforcement Coordinator at (817) 588-5928,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Sparenberg Gin, Inc., Docket
No. 2005-1616-MLM-E on April 18, 2006 assessing $2,000 in admin-
istrative penalties with $400 deferred.
Information concerning any aspect of this order may be obtained by
contacting Trina Grieco, Enforcement Coordinator at (210) 403-4006,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Pearsall, Docket No.
2005-1633-MLM-E on April 18, 2006 assessing $2,000 in administra-
tive penalties with $400 deferred.
Information concerning any aspect of this order may be obtained
by contacting Michael Limos, Enforcement Coordinator at (512)
239-5839, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Chevron Phillips Chemical
Company LP, Docket No. 2005-1638-AIR-E on April 18, 2006
assessing $24,786 in administrative penalties with $4,957 deferred.
Information concerning any aspect of this order may be obtained by
contacting Terry Murphy, Enforcement Coordinator at (512) 239-5025,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Round Rock, Docket
No. 2005-1655-EAQ-E on April 18, 2006 assessing $1,500 in admin-
istrative penalties with $300 deferred.
Information concerning any aspect of this order may be obtained by
contacting Colin Barth, Enforcement Coordinator at (512) 239-2545,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Peggy Tiemann dba Phillips-
burg Mobile Home Park, Docket No. 2005-1693-PWS-E on April 18,
2006 assessing $2,650 in administrative penalties with $530 deferred.
Information concerning any aspect of this order may be obtained by
contacting Amanda King-Zrubek, Enforcement Coordinator at (512)
239-0824, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Rolling Creek Utility District,
Docket No. 2005-1710-MWD-E on April 18, 2006 assessing $2,040
in administrative penalties with $408 deferred.
Information concerning any aspect of this order may be obtained by
contacting Pamela Campbell, Enforcement Coordinator at (512) 239-
4493, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Champion Technologies, Inc.
dba Champion Technologies Fresno, Docket No. 2005-1727-IHW-E
on April 18, 2006 assessing $50,740 in administrative penalties with
$10,148 deferred.
Information concerning any aspect of this order may be obtained by
contacting Thomas Greimel, Enforcement Coordinator at (512) 239-
5690, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Rohm and Haas Company,
Docket No. 2005-1745-AIR-E on April 18, 2006 assessing $3,750 in
administrative penalties with $750 deferred.
Information concerning any aspect of this order may be obtained by
contacting Samuel Short, Enforcement Coordinator at (512) 239-5363,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Gregory Power Partners, L.P.,
Docket No. 2005-1746-AIR-E on April 18, 2006 assessing $2,700 in
administrative penalties with $540 deferred.
Information concerning any aspect of this order may be obtained by
contacting Samuel Short, Enforcement Coordinator at (512) 239-5363,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding James Carr dba A K Conve-
nience Store, Docket No. 2005-1772-PST-E on April 18, 2006 assess-
ing $9,500 in administrative penalties with $1,900 deferred.
Information concerning any aspect of this order may be obtained by
contacting Judy Kluge, Enforcement Coordinator at (817) 588-5825,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Bigford, Inc. dba Fiesta Marina,
Docket No. 2005-1778-PWS-E on April 18, 2006 assessing $3,800 in
administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Amanda King-Zrubek, Enforcement Coordinator at (512)
239-0824, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding City of Lytle, Docket No. 2005-
1800-MWD-E on April 18, 2006 assessing $9,480 in administrative
penalties with $1,896 deferred.
Information concerning any aspect of this order may be obtained by
contacting Brent Hurta, Enforcement Coordinator at (512) 239-6589,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Chevron Phillips Chemical
Company LP, Docket No. 2005-1808-AIR-E on April 18, 2006
assessing $6,630 in administrative penalties with $1,326 deferred.
Information concerning any aspect of this order may be obtained by
contacting Terry Murphy, Enforcement Coordinator at (512) 239-5025,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding ExxonMobil Corporation dba
ExxonMobil Chemical Company, Docket No. 2005-1811-MLM-E
on April 18, 2006 assessing $32,600 in administrative penalties with
$6,520 deferred.
Information concerning any aspect of this order may be obtained by
contacting J. Craig Fleming, Enforcement Coordinator at (512) 239-
5806, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Wend-XX, Inc. dba Exxon Su-
perstation, Docket No. 2005-1813-PST-E on April 18, 2006 assessing
$3,600 in administrative penalties with $720 deferred.
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Information concerning any aspect of this order may be obtained by
contacting Shontay Wilcher, Enforcement Coordinator at (512)239-
2136, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Melvin Jerry Threadgill dba
M&T Natural Stone, Docket No. 2005-1814-WQ-E on April 18, 2006
assessing $3,300 in administrative penalties with $660 deferred.
Information concerning any aspect of this order may be obtained by
contacting Elvia Maske, Enforcement Coordinator at (512) 239-0789,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Plains Pipeline, L.P., Docket
No. 2005-1822-AIR-E on April 18, 2006 assessing $2,500 in admin-
istrative penalties with $500 deferred.
Information concerning any aspect of this order may be obtained by
contacting Samuel Short, Enforcement Coordinator at (512) 239-5363,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Border Steel, Inc., Docket No.
2005-1828-AIR-E on April 18, 2006 assessing $5,500 in administrative
penalties with $1,100 deferred.
Information concerning any aspect of this order may be obtained
by contacting Harvey Wilson, Enforcement Coordinator at (512)
239-0321, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Grant H. Gilson, Docket No.
2005-1838-OSI-E on April 18, 2006 assessing $203 in administrative
penalties with $41 deferred.
Information concerning any aspect of this order may be obtained by
contacting Daniel Siringi, Enforcement Coordinator at (409) 899-8799,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Equistar Chemicals, LP, Docket
No. 2005-1843-IHW-E on April 18, 2006 assessing $8,100 in admin-
istrative penalties with $1,620 deferred.
Information concerning any aspect of this order may be obtained by
contacting Joseph Daley, Enforcement Coordinator at (817) 588-5928,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding City of Nocona, Docket No.
2005-1857-MWD-E on April 18, 2006 assessing $7,080 in administra-
tive penalties with $1,416 deferred.
Information concerning any aspect of this order may be obtained by
contacting Lynley Doyen, Enforcement Coordinator at (512) 239-1364,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Nsbr, Inc. dba Kellys Food
Store 2, Docket No. 2005-1867-PST-E on April 18, 2006 assessing
$11,252 in administrative penalties with $2,250 deferred.
Information concerning any aspect of this order may be obtained by
contacting Judy Kluge, Enforcement Coordinator at (817) 588-5825,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Bianca Enterprises, Inc. dba
Kwik Pik Food Mart, Docket No. 2005-1875-PST-E on April 18, 2006
assessing $3,744 in administrative penalties with $749 deferred.
Information concerning any aspect of this order may be obtained by
contacting Judy Kluge, Enforcement Coordinator at (817) 588-5825,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Superior Crude Gathering, Inc.
dba National Oil Recovery, Docket No. 2005-1907-AIR-E on April 18,
2006 assessing $2,875 in administrative penalties with $575 deferred.
Information concerning any aspect of this order may be obtained by
contacting John Muennink, Enforcement Coordinator at (361) 825-
3423, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Ecolab Inc., Docket No. 2005-
1926-IHW-E on April 18, 2006 assessing $750 in administrative penal-
ties with $150 deferred.
Information concerning any aspect of this order may be obtained
by contacting Michael Meyer, Enforcement Coordinator at (512)
239-4492, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Shannon Medical Center,
Docket No. 2005-1939-PST-E on April 18, 2006 assessing $8,740 in
administrative penalties with $1,748 deferred.
Information concerning any aspect of this order may be obtained by
contacting Shontay Wilcher, Enforcement Coordinator at (512) 239-
2136, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding City of Junction, Docket No.
2005-1961-PWS-E on April 18, 2006 assessing $695 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Lynley Doyen, Enforcement Coordinator at (512) 239-1364,
Texas Commission on Environmental Quality, P.O. Box 13087, Austin,
Texas 78711-3087.
An agreed order was entered regarding Jack Coleman dba Hidden Val-
ley, Docket No. 2005-1991-PWS-E on April 18, 2006 assessing $318
in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Yuliya Dunaway, Enforcement Coordinator at (210) 490-
3096, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding City of Rochester, Docket No.
2005-2001-PWS-E on April 18, 2006 assessing $318 in administrative
penalties.
Information concerning any aspect of this order may be obtained by
contacting Sandy VanCleave, Enforcement Coordinator at (512) 239-
0667, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Hubert-Watson Subdivision
Water Supply, Inc., Docket No. 2005-2051-PWS-E on April 18, 2006
assessing $323 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Yuliya Dunaway, Enforcement Coordinator at (210) 490-
3096, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An agreed order was entered regarding Andres Payan dba Payans
Tourist Service, Docket No. 2005-2058-AIR-E on April 18, 2006
assessing $650 in administrative penalties with $130 deferred.
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Information concerning any aspect of this order may be obtained
by contacting Marlin Bullard, Enforcement Coordinator at (254)
751-0335, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding South Rusk County Water Sup-
ply Corporation, Docket No. 2005-2071-PWS-E on April 18, 2006
assessing $313 in administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Howard Willoughby, Enforcement Coordinator at (361)
825-3140, Texas Commission on Environmental Quality, P.O. Box
13087, Austin, Texas 78711-3087.
An agreed order was entered regarding Gill Water Supply Corporation,
Docket No. 2005-1980-PWS-E on April 18, 2006 assessing $313 in
administrative penalties.
Information concerning any aspect of this order may be obtained by
contacting Epifanio Villarreal, Enforcement Coordinator at (210) 403-
4033, Texas Commission on Environmental Quality, P.O. Box 13087,
Austin, Texas 78711-3087.
An order was entered regarding Nelson Collazo, Docket No. 2004-
0490-PST-E on May 1, 2006 assessing $7,350 in administrative penal-
ties.
Information concerning any aspect of this order may be obtained by
contacting Deborah Bynum, Staff Attorney at (512) 239-1976, Texas





Texas Commission on Environmental Quality
Filed: May 3, 2006
Notice of a Public Hearing on Proposed Revisions to Chapter
116 and to the State Implementation Plan
The Texas Commission on Environmental Quality (commission) will
conduct a public hearing to receive testimony regarding the proposed
amendment to §116.603 of 30 TAC Chapter 116, Control of Air Pol-
lution by Permits for New Construction or Modication, under the re-
quirements of Texas Health and Safety Code, §382.017; Texas Govern-
ment Code, Subchapter B, Chapter 2001; and 40 Code of Federal Regu-
lations §51.102, of the United States Environmental Protection Agency
(EPA) regulations concerning state implementation plans (SIPs). This
proposal includes the amendment of §116.603 to the EPA as a revision
to the SIP.
The proposed rulemaking would amend Chapter 116 to require news-
paper notice of proposed standard permits with statewide applicability
in Austin, Dallas, Houston, and any other regional newspapers desig-
nated by the executive director on a case-by-case basis. Also, the exec-
utive director would use press releases and notify select state and local
ofcials by electronic means for public notice of standard permits.
A public hearing for the proposed rulemaking and SIP revision will be
held in Austin on June 12, 2006, at 10:00 a.m., in Building B, Room
201A, at the commission’s central ofce, located at 12100 Park 35 Cir-
cle. The hearing will be structured for the receipt of oral or written com-
ments by interested persons. Registration will begin 30 minutes prior
to the hearing. Individuals may present oral statements when called
upon in order of registration. There will be no open discussion during
the hearing; however, commission staff members will be available to
discuss the proposal 30 minutes before the hearing.
Persons with special needs who have special communication or other
accommodation needs who are planning to attend the hearing should
contact Patricia Durón, Ofce of Legal Services, at (512) 239-6087.
Requests should be made as far in advance as possible.
Comments may be submitted to Patricia Durón, Texas Register
Team, Ofce of Legal Services, Texas Commission on Environmental
Quality, MC 205, P.O. Box 13087, Austin, Texas 78711-3087, or
faxed to (512) 239-4808. All comments should reference Rule Project
Number 2005-038-116-PR. Comments must be received by 5:00 p.m.,
June 14, 2006. Copies of the proposed rule can be obtained from the
commission’s Web site at http://www.tceq.state.tx.us/nav/rules/pro-
pose_adopt.html. For further information, please contact Phil Harwell,
Air Permits Division, at (512) 239-1517.
TRD-200602353
Stephanie Bergeron Perdue
Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Filed: April 27, 2006
Notice of Executive Director’s Response to Public Comments
on General Permit Number TXG920000
The executive director of the Texas Commission on Environmental
Quality (the commission or TCEQ) les this Response to Public Com-
ment (Response) on Texas Pollutant Discharge Elimination System
(TPDES) General Permit Number TXG920000. As required by Texas
Water Code (TWC), §26.040(d) and 30 TAC §205.3(e), before a gen-
eral permit is approved, the executive director prepares a response to
all timely comments. The response must be made available to the pub-
lic and led with the TCEQ’s Ofce of the Chief Clerk at least ten days
before the commission considers the approval of the general permit.
This Response addresses all timely received comments, whether or not
withdrawn.
The Ofce of the Chief Clerk timely received comment letters from the
following: Northwest Comal County Environmental Coalition (NC-
CEC), Texas Cattle Feeders Association (TCFA), Texas Poultry Feder-
ation (TPF), Charles Stephens, and Freeman W. Suttles.
BACKGROUND
Permit Description
The commission proposes to amend the Concentrated Animal Feeding
Operation (CAFO) General Permit Number TXG920000 to allow dry
litter poultry CAFOs located in the protection zone of a sole-source sur-
face drinking water supply the ability to qualify for and obtain coverage
under this general permit. This general permit authorizes the discharge
of manure, litter, and wastewater under limited specic circumstances
from CAFOs into and adjacent to water in the state. This general per-
mit is applicable to TPDES CAFOs statewide and state-only CAFOs,
including certain CAFOs in the dairy outreach program area (DOPA).
Certain CAFOs are not eligible for coverage under this general permit.
This amendment implements Senate Bill (SB) 1707, 79th Legislature,
2005, which changed the permitting requirements under Texas Water
Code (TWC), Chapter 26, for certain CAFOs located in the protec-
tion zone of a sole-source surface drinking water supply. Prior to SB
1707, any CAFO where any part of the production area of the CAFO
is located or proposed to be located within the protection zone of a
sole-source surface drinking water supply must obtain an individual
permit. SB 1707 revised TWC, §26.0286, by removing the require-
ment for poultry CAFOs that do not use a liquid waste handling system
(dry litter poultry) located in the protection zone of a sole-source sur-
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face drinking water supply to obtain an individual permit. This allows
these facilities the ability to apply for coverage under a general permit.
Authorization under this general permit complies with the TPDES re-
quirements in accordance with the Memorandum of Agreement be-
tween the United States Environmental Protection Agency (EPA) and
TCEQ, dated September 14, 1998, for the delegation of the National
Pollutant Discharge Elimination System (NPDES) program.
Procedural Background
Notice of availability was published in the Houston Chronicle, Amar-
illo Globe News, and Nacogdoches Daily Sentinel on February 7, 2006,
and in the Texas Register on February 10, 2006. The comment period
ended on March 13, 2006.
COMMENTS AND RESPONSES
COMMENT 1
Mr. Suttles is generally opposed to CAFOs in his area, Lake Forest
Falls, Montgomery County, Texas.
RESPONSE 1
Texas Water Code, §26.003, states that it is the policy of the state to
maintain the quality of water to protect public health and the environ-
ment. This general permit meets the Clean Water Act and the Texas
Water Code requirements to protect water quality. The general per-
mit requires that manure, litter, and wastewater be retained and used
in an appropriate and benecial manner. The general permit requires
that wastewater be contained in retention control structures (RCSs)
properly designed, constructed, operated, and maintained. No dis-
charges are authorized under the proposed permit except where rainfall
events, either chronic or catastrophic, or catastrophic conditions, cause
an overow from an RCS properly designed, constructed, and main-
tained.
The general permit requires manure, litter, and wastewater to be applied
at agronomic rates in accordance with a nutrient management plan. The
agronomic rate is the amount of nutrients that the planned crop can uti-
lize within the growing season. The CAFO operator must maintain
information on the cover crops planted and harvested and the applica-
tion rate for each eld in the Pollution Prevention Plan (PPP). As the
crops are removed by harvesting or grazing, the nutrients are removed
from the soil. This cycle of nutrient application, usage, and removal
allows the land to be used for land application of manure, litter, and
wastewater on a continuous basis. In the event that soil analyses indi-
cate high phosphorus levels, the CAFO operator would have to develop
a nutrient utilization plan based upon crop removal. The general per-
mit denes crop removal as "The amount of nutrients contained in and
removed by harvest of the proposed crop." This generally results in a
reduced application rate.
The general permit also requires operating CAFOs in such a manner
to prevent the creation of a nuisance condition. The general permit
does not limit the ability of a landowner to seek relief from a court in
response to activities that interfere with the landowner’s use and en-
joyment of his property. TCEQ implements and enforces standards
established to protect human health, safety, and the environment. Non-
compliance with the general permit or TCEQ’s rules may result in en-
forcement action against the CAFO operator. The public is encouraged
to report possible issues of noncompliance by contacting the TCEQ En-
vironmental Violations Hotline at (888) 777-3186.
COMMENT 2
Mr. Stephens and NCCEC are concerned about groundwater contam-
ination in Comal County. They suggested that a groundwater impact
study be conducted to determine if the water bearing strata would be
affected by agricultural waste.
RESPONSE 2
The permit requires a recharge feature certication and plan to address
recharge features documented in the PPP. The general permit denes
recharge features as "Those natural or articial features either on or
beneath the ground surface at the site under evaluation that provide or
create a signicant hydrologic connection between the ground surface
and the underlying groundwater within an aquifer. Signicant articial
features include, but are not limited to, wells and excavations or ma-
terial pits. Signicant natural hydrologic connections include, but are
not limited to, faults; fractures; sinkholes or other macro pores that al-
lows direct surface inltration; a permeable or a shallow soil material
that overlies an aquifer; exposed geologic formations that are identied
as an aquifer; or a water course bisecting an aquifer." These features,
if present, must be buffered for their protection. Water courses, water
bodies, and irrigation wells must have a 100-foot buffer, private drink-
ing water wells must have a 150-foot buffer, and public water wells
must have a 500-foot buffer.
Seepage of contaminants into groundwater is minimized in the pen
area by maintaining slopes and surface compaction that limits inltra-
tion into the soil and groundwater and directs wastewater runoff into
an RCS. Seepage is minimized in the RCSs through the use of clay
liners. The general permit requires that the liners be constructed to
have hydraulic conductivity no greater than 1 x 10-7 centimeters per
second, with a thickness of 1.5 feet or greater or its equivalency in
other materials. These liner requirements are the same design specica-
tions as found in Appendix 10d of the Agricultural Waste Management
Handbook published by the National Resource Conservation Service
(NRCS). Prior to using an RCS, a liner certication must be prepared
by a licensed Texas professional engineer or a licensed Texas profes-
sional geoscientist documenting compliance with design standards and
seepage standards.
See Response 1 related to land application of manure, litter, and waste-
water at agronomic rates.
COMMENT 3
TCFA and TPF comment that EPA recently extended the deadline for
all permitted CAFOs to develop and implement a Nutrient Manage-
ment Plan (NMP) from December 31, 2006 to July 31, 2007. The
TCEQ recently proposed amendments to 30 TAC Chapter 321, Sub-
chapter B, which also extend this deadline. They recommend amend-
ing Part III.A.11(a) of the general permit to remove the reference to the
December 31, 2006, date and insert ". . . on or before the deadline for
development and implementation of a NMP adopted by the TCEQ in
30 TAC 321, Subchapter B."
RESPONSE 3
TCEQ agrees that the general permit deadline for development and im-
plementation of an NMP should be consistent with EPA regulations
and 30 TAC Chapter 321, Subchapter B. On February 10, 2006, EPA
adopted a change in the federal rules extending the date that a CAFO
must develop an NMP to July 31, 2007 (see 71 FR 6978). TCEQ
published in the Texas Register, a proposal to change the date exist-
ing CAFOs must develop and implement an NMP from December 31,
2006 to July 31, 2007 in order to remain consistent with the federal
regulations (see 31 TexReg 1187). In response to the comment, Part
III.A.11.(a) of the general permit was revised to read: "A permittee
that is a Large CAFO must develop and implement a NMP certied in
accordance with the Natural Resources Conservation Service Practice
Standard Code 590 on or before the deadline specied in 30 TAC §
321.36(d)(1)."
IN ADDITION May 12, 2006 31 TexReg 4089




Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Filed: May 2, 2006
Notice of Water Quality Applications
The following notices were issued during the period of April 27, 2006.
The following require the applicants to publish notice in the news-
paper. The public comment period, requests for public meetings, or
requests for a contested case hearing may be submitted to the Ofce
of the Chief Clerk, Mail Code 105, P.O. Box 13087, Austin, Texas
78711-3087, WITHIN 30 DAYS OF THE DATE OF NEWSPAPER
PUBLICATION OF THIS NOTICE.
CHEVRON PHILLIPS CHEMICAL COMPANY LP which operates
the Orange Plant, a polyethylene manufacturing facility, has applied
for a major amendment to TPDES Permit No. WQ0000359000 to in-
crease the daily maximum efuent limitation for total suspended solids
at Outfall 001 and reduce the monitoring frequencies for total copper,
oil & grease, biochemical oxygen demand (5-day), and chemical oxy-
gen demand at Outfall 001. The current permit authorizes the discharge
of process wastewater, utility wastewater, storm water, and domestic
wastewater at a daily average ow not to exceed 3,150,000 gallons
per day via Outfall 001. The facility is located on the south side of
Farm-to-Market Road 1006, approximately 1.7 miles east of the inter-
section of Farm-to-Market Road 1006 and State Highway 87, south-
west of the City of Orange, Orange County, Texas.
EAGLE’S WINGS RETREAT CENTER, INC. has applied for a new
permit, Proposed Permit No. WQ0014622001, to authorize the dis-
posal of treated domestic wastewater at a daily average ow not to ex-
ceed 5,900 gallons per day via public access subsurface drip irrigation
system with a minimum area of 59,200 square feet. This permit will not
authorize a discharge of pollutants into waters in the State. The facil-
ity and disposal site will be located 0.25 mile east of Ranch-to-Market
Road 2341, 2.5 miles north of the intersection of State Highway 29 and
Ranch-to-Market Road 2341 in Burnet County, Texas.
CITY OF HEREFORD has applied for a renewal of Permit No. 10186-
002, which authorizes the disposal of treated domestic wastewater at a
daily average ow not to exceed 2.5 million gallons per day via surface
irrigation of 583 acres of non-public access agricultural land. This per-
mit will not authorize a discharge of pollutants into waters in the State.
The facility and disposal site are located in the southwest corner of the
city’s farm, which is approximately 2 miles northeast of the intersec-
tion of U.S. Highway 60 and Farm-to-Market Road 2943 and 0.5 miles
east of the intersection of U.S. Highway 60 and County Road 8 in Deaf
Smith County, Texas.
JASON ANDREW THOMPSON has applied for a new permit, pro-
posed Texas Pollutant Discharge Elimination System (TPDES) Permit
No. WQ0014684001, to authorize the discharge of treated domestic
wastewater at a daily average ow not to exceed 26,000 gallons per
day. The facility is located 760 feet north then 1330 feet west from
the intersection of Shady Lane and Farm-to-Market Highway 2978 in
Montgomery County, Texas.
Written comments or requests for a public meeting may be submitted to
the Ofce of the Chief Clerk, at the address provided in the information
section above, WITHIN 30 DAYS OF THE ISSUED DATE OF THIS
NOTICE.
The Texas Commission on Environmental Quality (TCEQ) has initi-
ated a minor amendment of the permit issued to LONE STAR GROW-
ERS, L.P. which operates a greenhouse/nursery, to authorize the addi-
tion of efuent limitations for beta endosulphan and endosulphan sul-
fate at Outfall 001. The existing permit authorizes the discharge of
process water from greenhouse/nursery operations and boiler blow-
down at a daily average ow not to exceed 95,000 gallons per day
via Outfall 001. The facility is located at 16 Wire Road, approxi-
mately 1.2 miles southeast of the intersection of U.S. Highway 75 and
Farm-to-Market Road 1696, and approximately ve miles northwest of




Texas Commission on Environmental Quality
Filed: May 3, 2006
Proposed Agreed Orders
The Texas Commission on Environmental Quality (TCEQ or commis-
sion) staff is providing an opportunity for written public comment on
the listed Agreed Orders (AOs) in accordance with Texas Water Code
(the Code), §7.075, which requires that the commission may not ap-
prove these AOs unless the public has been provided an opportunity
to submit written comments. Section 7.075 requires that notice of the
proposed orders and the opportunity to comment must be published in
the Texas Register no later than the 30th day before the date on which
the public comment period closes, which in this case is June 12, 2006.
Section 7.075 also requires that the commission promptly consider any
written comments received and that the commission may withhold ap-
proval of an AO if a comment discloses facts or considerations that
indicate the proposed AO is inappropriate, improper, inadequate, or
inconsistent with the requirements of the Code, the Texas Health and
Safety Code (THSC), and/or the Texas Clean Air Act (the Act). Addi-
tional notice is not required if changes to an AO are made in response
to written comments.
A copy of each proposed AO is available for public inspection at both
the commission’s central ofce, located at 12100 Park 35 Circle, Build-
ing C, 1st Floor, Austin, Texas 78753, (512) 239-1864 and at the appli-
cable regional ofce listed as follows. Written comments about an AO
should be sent to the enforcement coordinator designated for each AO
at the commission’s central ofce at P. O. Box 13087, Austin, Texas
78711-3087 and must be received by 5:00 p.m. on June 12, 2006.
Written comments may also be sent by facsimile machine to the en-
forcement coordinator at (512) 239-2550. The commission enforce-
ment coordinators are available to discuss the AOs and/or the comment
procedure at the listed phone numbers; however, §7.075 provides that
comments on the AOs should be submitted to the commission in writ-
ing.
(1) COMPANY: BP Amoco Chemical Company; DOCKET NUM-
BER: 2006-0068-AIR-E; IDENTIFIER: Regulated Entity Reference
Number (RN) RN102536307; LOCATION: Texas City, Galveston
County, Texas; TYPE OF FACILITY: chemical plant; RULE VIO-
LATED: 30 TAC §116.715(a), Air Permit Number 1176/PSD-TX-782,
and THSC, §382.085(b), by failing to prevent unauthorized emis-
sions of propylene and nitrogen; and 30 TAC §335.323 and the
Code, §5.702, by failing to pay hazardous and nonhazardous waste
generation fees and associated late fees; PENALTY: $3,280; EN-
FORCEMENT COORDINATOR: Scott Barnett, (713) 767-3500;
REGIONAL OFFICE: 5425 Polk Avenue, Suite H, Houston, Texas
77023-1486, (713) 767-3500.
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(2) COMPANY: Celanese Limited; DOCKET NUMBER: 2006-0006-
AIR-E; IDENTIFIER: RN100227016; LOCATION: Pasadena, Harris
County, Texas; TYPE OF FACILITY: chemical plant; RULE VIO-
LATED: 30 TAC §116.115(c), Air Permit Number 22872, and THSC,
§382.085(b), by failing to prevent unauthorized emissions of sulfur
dioxide; PENALTY: $8,000; ENFORCEMENT COORDINATOR:
Scott Barnett, (713) 767-3500; REGIONAL OFFICE: 5425 Polk
Avenue, Suite H, Houston, Texas 77023-1486, (713) 767-3500.
(3) COMPANY: Chevron Phillips Chemical Company L.P.; DOCKET
NUMBER: 2006-0023-AIR-E; IDENTIFIER: RN100209857;
LOCATION: Port Arthur, Jefferson County, Texas; TYPE OF FA-
CILITY: chemical manufacturing; RULE VIOLATED: 30 TAC
§101.201(a)(1)(B) and THSC, §382.085(b), by failing to submit noti-
cation of an emission event; and 30 TAC §106.4, §116.115(b)(2)(F)
and (c), Air Permit Number 21101, and THSC, §382.085(b), by failing
to prevent the unauthorized release of air contaminants into the atmos-
phere; PENALTY: $13,680; ENFORCEMENT COORDINATOR:
Suzanne Walrath, (512) 239-2134; REGIONAL OFFICE: 3870 Eastex
Freeway, Beaumont, Texas 77703-1892, (409) 898-3838.
(4) COMPANY: City of Cotulla; DOCKET NUMBER: 2005-1874-
MWD-E; IDENTIFIER: RN101920148; LOCATION: Cotulla, La
Salle County, Texas; TYPE OF FACILITY: wastewater treatment;
RULE VIOLATED: 30 TAC §305.125(1), (4), (5), and (9), Texas
Pollutant Discharge Elimination System (TPDES) Permit Number
10153001, and the Code, §26.121(a), by failing to submit a non-
compliance notication report for all sanitary sewer overow (SSO)
events, by failing to employ a certied operator, and by failing to
operate and maintain the collection system to prevent unauthorized
SSOs; PENALTY: $11,900; ENFORCEMENT COORDINATOR:
Catherine Albrecht, (713) 767-3500; REGIONAL OFFICE: 14250
Judson Road, San Antonio, Texas 78233-4480, (210) 490-3096.
(5) COMPANY: Diamond Shamrock Rening Company,
L.P.; DOCKET NUMBER: 2006-0131-AIR-E; IDENTIFIER:
RN100210517; LOCATION: Sunray, Moore County, Texas; TYPE
OF FACILITY: petroleum renery; RULE VIOLATED: 30 TAC
§116.715(a), Air Permit Numbers 9708 and PSD-TX-861M2, and
THSC, §382.085(b), by failing to prevent unauthorized emissions
for sulphur dioxide and hydrogen sulphide; PENALTY: $4,660;
ENFORCEMENT COORDINATOR: Nadia Hameed, (713)
767-3500; REGIONAL OFFICE: 3918 Canyon Drive, Amarillo,
Texas 79109-4933, (806) 353-9251.
(6) COMPANY: ExxonMobil Oil Corporation; DOCKET NUMBER:
2006-0057-AIR-E; IDENTIFIER: RN102450756; LOCATION:
Beaumont, Jefferson County, Texas; TYPE OF FACILITY: petro-
leum renery; RULE VIOLATED: 30 TAC §101.201(a)(1)(B) and
§122.143(4), Federal Operating Permit Number 2042, and THSC,
§382.085(b), by failing to properly report the discovery of an emissions
event; 30 TAC §101.20(3) and §116.115(b)(2)(F), Air Permit Numbers
19566/PSD-TX-768M1 and PSD-TX-932, and THSC, §382.085(b),
by failing to prevent unauthorized emissions; PENALTY: $6,490;
ENFORCEMENT COORDINATOR: John Barry, (409) 898-3838;
REGIONAL OFFICE: 3870 Eastex Freeway, Beaumont, Texas
77703-1892, (409) 898-3838.
(7) COMPANY: Farmers Transport, Inc. dba Enchanted Harbor
Utility; DOCKET NUMBER: 2005-1922-PWS-E; IDENTIFIER:
RN101442556; LOCATION: El Campo, Wharton County, Texas;
TYPE OF FACILITY: public water supply; RULE VIOLATED: 30
TAC §290.113(f)(4) and THSC, §341.0315(c), by allegedly exceeding
the maximum contaminant level (MCL) for total trihalomethanes
(TTHM); PENALTY: $318; ENFORCEMENT COORDINATOR: Tel
Croston, (512) 239-5717; REGIONAL OFFICE: 5425 Polk Avenue,
Suite H, Houston, Texas 77023-1486, (713) 767-3500.
(8) COMPANY: G S I II; DOCKET NUMBER: 2006-0029-AIR-E;
IDENTIFIER: RN104707633; LOCATION: Alice, Jim Wells County,
Texas; TYPE OF FACILITY: abrasive cleaning and painting; RULE
VIOLATED: 30 TAC §116.110(a) and THSC, §382.085(b) and
§382.0518(a), by failing to obtain a permit or meet the requirements
of a permit by rule for a spray coat painting and abrasive blasting
operation; PENALTY: $1,600; ENFORCEMENT COORDINATOR:
Bryan Elliott, (512) 239-6162; REGIONAL OFFICE: 6300 Ocean
Drive, Suite 1200, Corpus Christi, Texas 78412-5503, (361) 825-3100.
(9) COMPANY: Katy-Hockley Corporation; DOCKET NUMBER:
2006-0222-MWD-E; IDENTIFIER: RN101525319; LOCATION:
Houston, Harris County, Texas; TYPE OF FACILITY: wastewater
treatment; RULE VIOLATED: 30 TAC §305.125(1), TPDES Permit
Number 14109001, and the Code, §26.121(a), by failing to comply
with permit efuent limits for total suspended solids (TSS), ammo-
nia-nitrogen, and ve-day carbonaceous biochemical oxygen demand;
PENALTY: $1,600; ENFORCEMENT COORDINATOR: Catherine
Albrecht, (713) 767-3500; REGIONAL OFFICE: 5425 Polk Avenue,
Suite H, Houston, Texas 77023-1486, (713) 767-3500.
(10) COMPANY: City of Kosse; DOCKET NUMBER: 2004-
2115-MWD-E; IDENTIFIER: TPDES Permit Number 11405001,
RN101919702; LOCATION: Kosse, Limestone County, Texas;
TYPE OF FACILITY: wastewater treatment; RULE VIOLATED: 30
TAC §305.125(1), TPDES Permit Number 11405001, and the Code,
§26.121(a), by failing to comply with the permitted efuent limits
for ve-day biochemical oxygen demand, pH, and TSS; PENALTY:
$6,308; ENFORCEMENT COORDINATOR: Joseph Daley, (817)
588-5800; REGIONAL OFFICE: 6801 Sanger Avenue, Suite 2500,
Waco, Texas 76710-7826, (254) 751-0335.
(11) COMPANY: City of Overton; DOCKET NUMBER: 2006-
0089-PWS-E; IDENTIFIER: RN103934733; LOCATION: Overton,
Rusk County, Texas; TYPE OF FACILITY: public water supply;
RULE VIOLATED: 30 TAC §290.113(f)(4) and THSC, §341.0315(c),
by exceeding the MCL for TTHM; PENALTY: $318; ENFORCE-
MENT COORDINATOR: Cari-Michel LaCaille, (512) 239-1387;
REGIONAL OFFICE: 2916 Teague Drive, Tyler, Texas 75701-3756,
(903) 535-5100.
(12) COMPANY: Pavestone Company, L.P.; DOCKET NUMBER:
2006-0042-MLM-E; IDENTIFIER: RN101054633; LOCATION:
Katy, Waller County, Texas; TYPE OF FACILITY: concrete products
manufacturing; RULE VIOLATED: 30 TAC §305.125(1), TPDES
Multi-Sector General Permit (MSGP) Number TXR05P359, and
40 Code of Federal Regulations (CFR) §122.26(c), by failing to
conduct annual comprehensive site compliance evaluations, by failing
to conduct quarterly benchmark monitoring for TSS and iron, by
failing to conduct hazardous metals monitoring annually, by failing to
maintain a storm water pollution prevention plan on site and available
for review, and by failing to clearly label all waste drums located
near the maintenance shop; and 30 TAC §335.4, by failing to prevent
the discharge and accumulation of oil on the road and overows of
hydraulic and mold release uids from the secondary containment area
near the maintenance shop; PENALTY: $15,120; ENFORCEMENT
COORDINATOR: Catherine Albrecht, (713) 767-3500; REGIONAL
OFFICE: 5425 Polk Avenue, Suite H, Houston, Texas 77023-1486,
(713) 767-3500.
(13) COMPANY: Saf-T-Box Incorporated; DOCKET NUMBER:
2006-0073-AIR-E; IDENTIFIER: RN104207733; LOCATION:
White Settlement, Tarrant County, Texas; TYPE OF FACILITY:
portable storage and ofce building manufacturing; RULE VI-
OLATED: 30 TAC §116.110(a)(1) and THSC, §382.085(b) and
§382.0518(a), by failing to obtain authorization prior to construction
and operation of an outdoor sandblasting facility; PENALTY: $4,200;
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ENFORCEMENT COORDINATOR: Cari-Michel LaCaille, (512)
239-1387; REGIONAL OFFICE: 2301 Gravel Drive, Fort Worth,
Texas 76118-6951, (817) 588-5800.
(14) COMPANY: John Dudley Batla dba Texana Vacuum; DOCKET
NUMBER: 2006-0033-MLM-E; IDENTIFIER: RN103155412; LO-
CATION: Columbus, Colorado County, Texas; TYPE OF FACILITY:
sludge transporter company; RULE VIOLATED: 30 TAC §330.5(c),
by failing to prevent the unauthorized discharge of municipal solid
waste; 30 TAC §312.147(b), by temporarily storing waste at a xed
or permanent site without authorization; 30 TAC §312.144(a)(1), (2),
and (4), and (f), by failing to prominently mark the pump truck used
in transportation of wastes with the company name, telephone number,
assigned registration number on both sides, and tank discharge valves;
and 30 TAC §312.145(b)(1)(A) and (E) and (2), by failing to maintain
a record of each individual collection and deposit of waste transported
with the use of ve-part trip tickets; PENALTY: $5,600; ENFORCE-
MENT COORDINATOR: Laurie Eaves, (512) 239-4495; REGIONAL
OFFICE: 5425 Polk Avenue, Suite H, Houston, Texas 77023-1486,
(713) 767-3500.
(15) COMPANY: Total Petrochemicals USA, Inc.; DOCKET NUM-
BER: 2005-1949-AIR-E; IDENTIFIER: RN100909373; LOCATION:
Pasadena, Harris County, Texas; TYPE OF FACILITY: chemical man-
ufacturing; RULE VIOLATED: 30 TAC §116.115(c), Air Permit Num-
ber 5264, and THSC, §382.085(b), by failing to prevent unauthorized
emissions of chlorodiuoromethane; PENALTY: $2,980; ENFORCE-
MENT COORDINATOR: Trina Grieco, (210) 490-3096; REGIONAL
OFFICE: 5425 Polk Avenue, Suite H, Houston, Texas 77023-1486,
(713) 767-3500.
(16) COMPANY: City of Troy; DOCKET NUMBER: 2005-2094-
MWD-E; IDENTIFIER: RN102844321; LOCATION: Troy, Bell
County, Texas; TYPE OF FACILITY: wastewater treatment; RULE
VIOLATED: 30 TAC §§305.125(4) and (5), 317.4(a)(8) and (b)(4),
and 317.7(e), TPDES Permit Number WQ0011263001, and the Code,
§26.121(a), by failing to prevent the discharge of waste, by failing
to ensure that all systems of collection, treatment, and disposal are
properly operated and maintained, by failing to equip all wash down
hoses using potable water with an atmospheric vacuum breaker, by
failing to prevent an unauthorized discharge of sludge, by failing to
prevent the discharge of waste in violation of a permit issued by the
commission, and by failing to comply with permitted efuent limi-
tations; PENALTY: $63,600; ENFORCEMENT COORDINATOR:
Merrilee Hupp, (512) 239-4490; REGIONAL OFFICE: 6801 Sanger
Avenue, Suite 2500, Waco, Texas 76710-7826, (254) 751-0335.
(17) COMPANY: Larry West dba West Dairy Farm; DOCKET
NUMBER: 2006-0174-AGR-E; IDENTIFIER: RN104348537; LO-
CATION: Collinsville, Grayson County, Texas; TYPE OF FACILITY:
dairy; RULE VIOLATED: 30 TAC §321.47(c)(1), by failing to locate,
construct, and manage the control facility in a manner that will protect
surface and groundwater quality; 30 TAC §321.47(e)(6) and (i), by
failing to install and maintain a permanent pond marker in the retention
control structure and by failing to maintain on site all required records;
PENALTY: $2,200; ENFORCEMENT COORDINATOR: Lynley
Doyen, (512) 239-1364; REGIONAL OFFICE: 2301 Gravel Drive,
Fort Worth, Texas 76118-6951, (817) 588-5800.
(18) COMPANY: Wildwood Circle Property Owners Association,
Inc.; DOCKET NUMBER: 2006-0183-PWS-E; IDENTIFIER:
RN101191328; LOCATION: Shepherd, San Jacinto County, Texas;
TYPE OF FACILITY: public water supply; RULE VIOLATED: 30
TAC §290.46(e)(4)(A) and (f)(3)(B)(iii), and THSC, §341.033(a),
by failing to employ an operator with a class D or higher license,
by failing to retain monitoring records for at least three years; 30
TAC §290.110(d)(3)(C)(ii), by failing to measure the free chlorine
residual within the distribution system with a colorimeter, spec-
trophotometer, or color comparator test kit; 30 TAC §290.42(e)(3)(A)
and §290.46(d)(2)(A), and THSC, §341.0315(c), by failing to have
disinfectant equipment with a capacity of at least 50% or greater than
the highest expected dosage and failing to maintain a free chlorine
residual of 0.2 milligrams per liter; and 30 TAC §290.45(b)(1)(A)(ii)
and THSC, §341.0315(c), by failing to provide a pressure tank capac-
ity of 50 gallons per connection; PENALTY: $920; ENFORCEMENT
COORDINATOR: Craig Fleming, (512) 239-5806; REGIONAL




Acting Deputy Director, Of¿ce of Legal Services
Texas Commission on Environmental Quality
Filed: May 2, 2006
Proposal for Decision (Gas Mart)
The State Ofce of Administrative Hearings issued a Proposal for De-
cision and Order to the Texas Commission on Environmental Quality
on April 27, 2006 in the matter of the Executive Director of the Texas
Commission on Environmental Quality, Petitioner v. Mohammed N.
Qureshi dba HAH Gas Mart; SOAH Docket No. 582-06-1639; TCEQ
Docket No. 2002-0970-PST-E. The commission will consider the Ad-
ministrative Law Judge’s Proposal for Decision and Order regarding
the enforcement action against Mohammed N. Qureshi dba HAH Gas
Mart on a date and time to be determined by the Ofce of the Chief
Clerk in Room 201S of Building E, 12100 N. Interstate 35, Austin,
Texas. This posting is Notice of Opportunity to Comment on the Pro-
posal for Decision and Order. The comment period will end 30 days
from date of this publication. Written public comments should be sub-
mitted to the Ofce of the Chief Clerk, MC-105, TCEQ, P.O. Box
13087, Austin, Texas 78711-3087. If you have any questions or need





Texas Commission on Environmental Quality
Filed: May 3, 2006
Proposal for Decision (Garcia)
The State Ofce of Administrative Hearings issued a Proposal for De-
cision and Order to the Texas Commission on Environmental Qual-
ity on April 27, 2006, in the matter of the Executive Director of the
Texas Commission on Environmental Quality, Petitioner v Jose Garcia
dba Neighborhood Trucks & Auto Repair; SOAH Docket No. 582-
06-1446; TCEQ Docket No. 2004-1998-AIR-E. The commission will
consider the Administrative Law Judge’s Proposal for Decision and Or-
der regarding the enforcement action against Jose Garcia dba Neigh-
borhood Trucks & Auto Repair on a date and time to be determined by
the Ofce of the Chief Clerk in Room 201S of Building E, 12100 N.
Interstate 35, Austin, Texas. This posting is Notice of Opportunity to
Comment on the Proposal for Decision and Order. The comment pe-
riod will end 30 days from date of this publication. Written public com-
ments should be submitted to the Ofce of the Chief Clerk, MC-105,
TCEQ, P.O. Box 13087, Austin, Texas 78711-3087. If you have any
questions or need assistance, please contact Paul Munguia, Ofce of
the Chief Clerk, (512) 239-3300.




Texas Commission on Environmental Quality
Filed: May 3, 2006
General Land Ofce
Notice of Approval of Coastal Boundary Survey
Pursuant to §33.136 of the Natural Resources Code, notice is hereby
given that Jerry Patterson, Commissioner of the General Land Ofce,
approved a coastal boundary survey, Chambers County Art. 33.136
Sketch No. 3 , submitted by Robert W. Terry, a Registered Profes-
sional Land Surveyor, conducted in March, 2005, locating the follow-
ing shoreline boundary:
A plat showing a survey made by Gary C. Bowes, Licensed State Land
Surveyor on July 21, 2005, of a portion of the MHHW line of Cedar
Bayou adjacent to the John Steele Survey A-227 and the John Ijams
Survey A-151.5.
For a copy of this survey contact Archives & Records, Texas General
Land Ofce at (512) 463-5277.
TRD-200602436
Larry L. Laine
Chief Clerk, Deputy Land Commissioner
General Land Of¿ce
Filed: May 2, 2006
Texas Health and Human Services Commission
Notice of Hearing on Proposed Provider Payment Rates
Hearing. The Texas Health and Human Services Commission (HHSC)
will conduct a public hearing to receive public comment on proposed
payment rates for case management services for the Children’s Voca-
tional Discovery and Development Program. This program is oper-
ated by the Texas Department of Assistive and Rehabilitative Services
(DARS). The effective date of the proposed payment rates is June 1,
2006. The hearing will be held in compliance with Title 1 of the Texas
Administrative Code (TAC) §355.105(g), which requires public hear-
ings on proposed payment rates for medical assistance programs.
The public hearing will be held on May 26, 2006, at 9:00 a.m. in the
Lone Star Conference Room of the Braker Center, Building H, at 11209
Metric Boulevard, Austin, Texas 78758-4021. Entry is through Secu-
rity at the entrance of 11209 Metric Boulevard.
Written comments regarding the payment rates may be submitted
in lieu of testimony until 5:00 p.m. the day of the hearing. Written
comments may be sent by U.S. mail to the attention of Joyce Felix,
HHSC Rate Analysis, MC H-400, P.O. Box 85200, Austin, Texas
78708-5200 or by e-mail to joyce.felix@hhsc.state.tx.us. Express mail
can be sent, or written comments can be hand delivered, to Ms. Felix,
HHSC Rate Analysis, MC H-400, Braker Center Building H, at 11209
Metric Boulevard, Austin, Texas 78758-4021. Alternatively, written
comments may be sent via facsimile to Ms. Felix at (512) 491-1998.
Interested parties may request to have mailed to them or may pick up a
brieng package concerning the proposed payment rates by contacting
Ms. Felix at (512) 491-1174 or at HHSC Rate Analysis, MC H-400,
P.O. Box 85200, Austin, Texas 78708-5200. Brieng packages also
will be available at the hearing.
Persons with disabilities who wish to attend the hearing and require
auxiliary aids or services should contact Ms. Felix by May 18, 2006,
so that appropriate arrangements can be made.
Methodology and justication. The proposed rates were determined
in accordance with the rate setting methodology for Purchased Health
Services at 1 TAC Chapter 355, Subchapter J, §355.8381 (relating to




Texas Health and Human Services Commission
Filed: May 2, 2006
Texas Department of Housing and Community
Affairs
Notice of Public Hearing
Multifamily Housing Revenue Bonds (Parkwest Apartment
Homes) Series 2006
Notice is hereby given of a public hearing to be held by the Texas De-
partment of Housing and Community Affairs (the "Issuer") at Elsik
High School, 12601 High Star, Houston, Harris County, Texas 77072,
at 6:00 p.m. on May 31, 2006 with respect to an issue of tax-exempt
multifamily residential rental development revenue bonds in an aggre-
gate principal amount not to exceed $15,000,000 and taxable bonds,
if necessary, in an amount to be determined, to be issued in one or
more series (the "Bonds"), by the Issuer. The proceeds of the Bonds
will be loaned to Houston 3601 Parkwest Apartments, LP, a limited
partnership, or a related person or afliate thereof (the "Borrower") to
nance a portion of the costs of acquiring, constructing, and equipping
a multifamily housing development (the "Development") described as
follows: 252-unit multifamily residential rental development located at
approximately the 14601 block of Parkwest Central Drive and west of
the 3600 block of State Highway 6, Harris County, Texas. A physical
address has not been assigned by the City of Houston. Upon the is-
suance of the Bonds, the Development will be owned by the Borrower.
All interested parties are invited to attend such public hearing to ex-
press their views with respect to the Development and the issuance of
the Bonds. Questions or requests for additional information may be
directed to Teresa Morales at the Texas Department of Housing and
Community Affairs, P. O. Box 13941 Austin, TX 78711-3941; (512)
475-3344; and/or teresa.morales@tdhca.state.tx.us.
Persons who intend to appear at the hearing and express their views are
invited to contact Teresa Morales in writing in advance of the hearing.
Any interested persons unable to attend the hearing may submit their
views in writing to Teresa Morales prior to the date scheduled for the
hearing. Individuals who require a language interpreter for the hearing
should contact Teresa Morales at least three days prior to the hearing
date. Personas que hablan español y requieren un intérprete, favor de
llamar a Jorge Reyes al siguiente número (512) 475-4577 por lo menos
tres días antes de la junta para hacer los preparativos apropiados.
Individuals who require auxiliary aids in order to attend this meeting
should contact Gina Esteves, ADA Responsible Employee, at (512)
475-3943 or Relay Texas at (800) 735-2989 at least two days before
the meeting so that appropriate arrangements can be made.
TRD-200602438
IN ADDITION May 12, 2006 31 TexReg 4093
William Dally
Acting Executive Director
Texas Department of Housing and Community Affairs
Filed: May 2, 2006
Texas Department of Insurance
Company Licensing
Application to change the name of PHOENIX NATIONAL INSUR-
ANCE COMPANY to MOLINA HEALTHCARE INSURANCE
COMPANY, a foreign life, accident, and/or health company. The
home ofce is in Columbus, Ohio.
Application to change the name of AMERICAN INDEMNITY COM-
PANY to CATLIN INSURANCE COMPANY, INC., a domestic re
and/or casualty company. The home ofce is in Houston, Texas.
Any objections must be led with the Texas Department of Insurance,
within twenty (20) calendar days from the date of the Texas Regis-
ter publication, addressed to the attention of Godwin Ohaechesi, 333
Guadalupe Street, M/C 305-2C, Austin, Texas 78701.
TRD-200602473
Gene C. Jarmon
Chief Clerk and General Counsel
Texas Department of Insurance
Filed: May 3, 2006
Notice of Application by a Small Employer Health Benet
Plan Issuer to be a Risk-Assuming Health Benet Plan Issuer
Notice is given to the public of the application of the listed small em-
ployer health benet plan issuer to be a risk-assuming health benet
plan issuer under Insurance Code §1501.312. A small employer health
benet plan issuer is dened by Insurance Code §1501.002(16) as a
health benet plan issuer offering, delivering, issuing for delivery, or
renewing health benet plans subject to the Insurance Code, Chapter
1501, Subchapters C-H. A risk-assuming health benet plan issuer is
dened by Insurance Code §1501.301(4) as a small employer health
benet plan issuer that does not participate in the Texas Health Rein-
surance System. The following small employer health benet plan is-
suer has applied to be a risk-assuming health benet plan issuer:
UnitedHealthcare Insurance Company
The application is subject to public inspection at the ofces of the
Texas Department of Insurance, Legal & Compliance Division--Nick
Hoelscher, 333 Guadalupe, Tower I, Room 920, Austin, Texas.
If you wish to comment on the application of UnitedHealthcare Insur-
ance Company to be a risk-assuming health benet plan issuer, you
must submit your written comments within 60 days after publication of
this notice in the Texas Register to Gene C. Jarmon, General Counsel
and Chief Clerk, Mail Code 113-2A, Texas Department of Insurance,
P. O. Box 149104, Austin, Texas 78714-91204. Upon consideration of
the application and comments, if the Commissioner is satised that all
requirements of law have been met, the Commissioner or his designee




Chief Clerk and General Counsel
Texas Department of Insurance
Filed: April 27, 2006
Notice of Application by a Small Employer Health Benet
Plan Issuer to be a Risk-Assuming Health Benet Plan Issuer
Notice is given to the public of the application of the listed small em-
ployer health benet plan issuer to be a risk-assuming health benet
plan issuer under Insurance Code, §1501.312. A small employer health
benet plan issuer is dened by Insurance Code, §1501.002(16) as a
health benet plan issuer offering, delivering, issuing for delivery, or
renewing health benet plans subject to the Insurance Code, Chapter
1501, Subchapters C - H. A risk-assuming health benet plan issuer is
dened by Insurance Code, §1501.301(4) as a small employer health
benet plan issuer that does not participate in the Texas Health Reinsur-
ance System. The following small employer health benet plan issuer
has applied to be a risk-assuming health benet plan issuer:
UnitedHealthcare of Texas, Inc.
The application is subject to public inspection at the ofces of the
Texas Department of Insurance, Legal & Compliance Division - Nick
Hoelscher, 333 Guadalupe, Tower I, Room 920, Austin, Texas.
If you wish to comment on the application of UnitedHealthcare of
Texas, Inc. to be a risk-assuming health benet plan issuer, you must
submit your written comments within 60 days after publication of this
notice in the Texas Register to Gene C. Jarmon, General Counsel and
Chief Clerk, Mail Code 113-2A, Texas Department of Insurance, P. O.
Box 149104, Austin, Texas 78714-91204. Upon consideration of the
application and comments, if the Commissioner is satised that all re-
quirements of law have been met, the Commissioner or his designee




Chief Clerk and General Counsel
Texas Department of Insurance
Filed: April 27, 2006
Notice of Reconvening of 2004 Texas Title Insurance Biennial
Hearing - Ratemaking Phase
The Commissioner of Insurance (Commissioner) will hold a public
hearing under Docket No. 2601 on Wednesday, August 16, 2006, at
9:30 a.m. in Room 100 of the William P. Hobby, Jr. State Ofce Build-
ing, 333 Guadalupe Street in Austin, Texas, and continuing thereafter
at dates, times, and places designated by the Commissioner until con-
clusion. This is notice of the reconvening of the continued Ratemaking
Phase of the 2004 Texas Title Insurance Biennial Hearing that was orig-
inally set on December 31, 2004, as published in the October 15, 2004,
issue of the Texas Register (29 TexReg 9718).
The Commissioner of Insurance has jurisdiction over the promulga-
tion of rules and premium rates, over amendments to or promulgation
of approved forms, and over other matters set out in this notice pur-
suant to Texas Insurance Code, §31.021 and Chapters 2501 and 2703
and §2551.003, and pursuant to the Texas Administrative Code, Title
28, Chapter 9. The procedure of the hearing will be governed by the
Rules of Practice and Procedure before the Department of Insurance
(Texas Administrative Code, Title 28, Chapter 1, Subchapter A) and
the Administrative Procedure Act (Texas Gov’t Code, Ch. 2001).
TRD-200602370
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Gene C. Jarmon
Chief Clerk and General Counsel
Texas Department of Insurance
Filed: April 27, 2006
Texas Lottery Commission
Instant Game Number 671 "Scratch Happy"
1.0 Name and Style of Game.
A. The name of Instant Game No. 671 is "SCRATCH HAPPY". The
play style is "match 3 of 6 with doubler ".
1.1 Price of Instant Ticket.
A. Tickets for Instant Game No. 671 shall be $1.00 per ticket.
1.2 Denitions in Instant Game No. 671.
A. Display Printing - That area of the instant game ticket outside of the
area where the Overprint and Play Symbols appear.
B. Latex Overprint - The removable scratch-off covering over the Play
Symbols on the front of the ticket.
C. Play Symbol - The printed data under the latex on the front of the
instant ticket that is used to determine eligibility for a prize. Each Play
Symbol is printed in Symbol font in black ink in positive except for
dual-image games. The possible black play symbols are: $1.00, $2.00,
$3.00, $5.00, $10.00, $20.00, $30.00, $100, $500, $1,000 and HAPPY
PLAY SYMBOL.
D. Play Symbol Caption - the printed material appearing below each
Play Symbol which explains the Play Symbol. One caption appears
under each Play Symbol and is printed in caption font in black ink
in positive. The Play Symbol Caption which corresponds with and
veries each Play Symbol is as follows:
E. Retailer Validation Code - Three (3) letters found under the remov-
able scratch-off covering in the play area, which retailers use to verify
and validate instant winners. These three (3) small letters are for val-
idation purposes and cannot be used to play the game. The possible
validation codes are:
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Low-tier winning tickets use the required codes listed in Figure 2. Non-
winning tickets and high-tier tickets use a non-required combination of
the required codes listed in Figure 2 with the exception of ∅ , which will
only appear on low-tier winners and will always have a slash through
it.
F. Serial Number - A unique 13 (thirteen) digit number appearing un-
der the latex scratch-off covering on the front of the ticket. There is a
boxed four (4) digit Security Number placed randomly within the Se-
rial Number. The remaining nine (9) digits of the Serial Number are the
Validation Number. The Serial Number is positioned beneath the bot-
tom row of play data in the scratched-off play area. The Serial Number
is for validation purposes and cannot be used to play the game. The
format will be: 0000000000000.
G. Low-Tier Prize - A prize of $1.00, $2.00, $3.00, $4.00, $5.00, $6.00,
$10.00 or $20.00.
H. Mid-Tier Prize - A prize of $30.00, $60.00, $100 or $200.
I. High-Tier Prize - A prize of $1,000.
J. Bar Code - A 22 (twenty-two) character interleaved two (2) of ve
(5) bar code which will include a three (3) digit game ID, the seven
(7) digit pack number, the three (3) digit ticket number and the nine
(9) digit Validation Number. The bar code appears on the back of the
ticket.
K. Pack-Ticket Number - A 13 (thirteen) digit number consisting of the
three (3) digit game number (671), a seven (7) digit pack number, and
a three (3) digit ticket number. Ticket numbers start with 001 and end
with 250 within each pack. The format will be: 671-0000001-001.
L. Pack - A pack of "SCRATCH HAPPY" Instant Game tickets con-
tains 250 tickets, packed in plastic shrink-wrapping and fanfolded in
pages of ve (5). Ticket 001 to 005 will be on the top page; tickets
005 to 009 on the next page etc.; and tickets 246 to 250 will be on
the last page. Tickets 001 and 250 will be folded down to expose the
pack-ticket number through the shrink-wrap. All packs will be tightly
shrink-wrapped. There will be no breaks between the tickets in a pack.
M. Non-Winning Ticket - A ticket which is not programmed to be a
winning ticket or a ticket that does not meet all of the requirements
of these Game Procedures, the State Lottery Act (Texas Government
Code, Chapter 466), and applicable rules adopted by the Texas Lottery
pursuant to the State Lottery Act and referenced in 16 TAC Chapter
401.
N. Ticket or Instant Game Ticket, or Instant Ticket - A Texas Lottery
"SCRATCH HAPPY" Instant Game No. 671 ticket.
2.0 Determination of Prize Winners. The determination of prize win-
ners is subject to the general ticket validation requirements set forth in
Texas Lottery Rule, §401.302, Instant Game Rules, these Game Proce-
dures, and the requirements set out on the back of each instant ticket. A
prize winner in the "SCRATCH HAPPY" Instant Game is determined
once the latex on the ticket is scratched off to expose 6 (six) Play Sym-
bols. If a player reveals 3 matching dollar amounts in the play area, the
player wins that dollar amount. If a player reveals 2 matching dollar
amounts and a HAPPY play symbol in the play area, the player wins
DOUBLE the dollar amount instantly. No portion of the display print-
ing nor any extraneous matter whatsoever shall be usable or playable
as a part of the Instant Game.
2.1 Instant Ticket Validation Requirements.
A. To be a valid Instant Game ticket, all of the following requirements
must be met:
1. Exactly 6 (six) Play Symbols must appear under the latex overprint
on the front portion of the ticket;
2. Each of the Play Symbols must have a Play Symbol Caption under-
neath, unless specied, and each Play Symbol must agree with its Play
Symbol Caption;
3. Each of the Play Symbols must be present in its entirety and be fully
legible;
4. Each of the Play Symbols must be printed in black ink except for
dual image games;
5. The ticket shall be intact;
6. The Serial Number, Retailer Validation Code and Pack-Ticket Num-
ber must be present in their entirety and be fully legible;
7. The Serial Number must correspond, using the Texas Lottery’s
codes, to the Play Symbols on the ticket;
8. The ticket must not have a hole punched through it, be mutilated,
altered, unreadable, reconstituted or tampered with in any manner;
9. The ticket must not be counterfeit in whole or in part;
10. The ticket must have been issued by the Texas Lottery in an autho-
rized manner;
11. The ticket must not have been stolen, nor appear on any list of
omitted tickets or non-activated tickets on le at the Texas Lottery;
12. The Play Symbols, Serial Number, Retailer Validation Code and
Pack-Ticket Number must be right side up and not reversed in any man-
ner;
13. The ticket must be complete and not miscut, and have exactly 6
(six) Play Symbols under the latex overprint on the front portion of
the ticket, exactly one Serial Number, exactly one Retailer Validation
Code, and exactly one Pack-Ticket Number on the ticket;
14. The Serial Number of an apparent winning ticket shall correspond
with the Texas Lottery’s Serial Numbers for winning tickets, and a
ticket with that Serial Number shall not have been paid previously;
15. The ticket must not be blank or partially blank, misregistered, de-
fective or printed or produced in error;
16. Each of the 6 (six) Play Symbols must be exactly one of those
described in Section 1.2.C of these Game Procedures.
17. Each of the 6 (six) Play Symbols on the ticket must be printed
in the Symbol font and must correspond precisely to the artwork on
le at the Texas Lottery; the ticket Serial Numbers must be printed in
the Serial font and must correspond precisely to the artwork on le at
the Texas Lottery; and the Pack-Ticket Number must be printed in the
Pack-Ticket Number font and must correspond precisely to the artwork
on le at the Texas Lottery;
18. The display printing on the ticket must be regular in every respect
and correspond precisely to the artwork on le at the Texas Lottery;
and
19. The ticket must have been received by the Texas Lottery by appli-
cable deadlines.
B. The ticket must pass all additional validation tests provided for in
these Game Procedures, the Texas Lottery’s Rules governing the award
of prizes of the amount to be validated, and any condential validation
and security tests of the Texas Lottery.
C. Any Instant Game ticket not passing all of the validation require-
ments is void and ineligible for any prize and shall not be paid. How-
ever, the Executive Director may, solely at the Executive Director’s
discretion, refund the retail sales price of the ticket. In the event a de-
fective ticket is purchased, the only responsibility or liability of the
Texas Lottery shall be to replace the defective ticket with another un-
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played ticket in that Instant Game (or a ticket of equivalent sales price
from any other current Instant Lottery game) or refund the retail sales
price of the ticket, solely at the Executive Director’s discretion.
2.2 Programmed Game Parameters.
A. Consecutive non-winning tickets within a book will not have iden-
tical patterns.
B. Players can win only one (1) time on a ticket.
C. No ticket will contain a HAPPY symbol and more than two (2) like
prize amounts.
D. As many as three (3) pairs of like play symbols may appear on a
ticket which does not contain a HAPPY symbol.
E. No more than one (1) HAPPY symbol will appear on a ticket.
F. No ticket will contain more than three (3) like prize amounts.
G. Non-winning tickets will not contain more than two like prize
amounts
H. A pair of prize amounts and the HAPPY symbol will win 2 times
the prize amount shown and will win as per the prize structure.
2.3 Procedure for Claiming Prizes.
A. To claim a "SCRATCH HAPPY" Instant Game prize of $1.00,
$2.00, $3.00, $4.00, $5.00, $6.00, $10.00, $20.00, $30.00, $60.00,
$100 or $200, a claimant shall sign the back of the ticket in the space
designated on the ticket and present the winning ticket to any Texas
Lottery Retailer. The Texas Lottery Retailer shall verify the claim and,
if valid, and upon presentation of proper identication, make payment
of the amount due the claimant and physically void the ticket; provided
that the Texas Lottery Retailer may, but is not, in some cases, required
to pay a $30.00, $60.00, $100 or $200 ticket. In the event the Texas
Lottery Retailer cannot verify the claim, the Texas Lottery Retailer
shall provide the claimant with a claim form and instruct the claimant
on how to le a claim with the Texas Lottery. If the claim is validated
by the Texas Lottery, a check shall be forwarded to the claimant in the
amount due. In the event the claim is not validated, the claim shall be
denied and the claimant shall be notied promptly. A claimant may
also claim any of the above prizes under the procedure described in
Section 2.3.B and Section 2.3.C of these Game Procedures.
B. To claim a "SCRATCH HAPPY" Instant Game prize of $1,000, the
claimant must sign the winning ticket and present it at one of the Texas
Lottery’s Claim Centers. If the claim is validated by the Texas Lottery,
payment will be made to the bearer of the validated winning ticket
for that prize upon presentation of proper identication. When paying
a prize of $600 or more, the Texas Lottery shall le the appropriate
income reporting form with the Internal Revenue Service (IRS) and
shall withhold federal income tax at a rate set by the IRS if required. In
the event that the claim is not validated by the Texas Lottery, the claim
shall be denied and the claimant shall be notied promptly.
C. As an alternative method of claiming a "SCRATCH HAPPY" In-
stant Game prize, the claimant must sign the winning ticket, thoroughly
complete a claim form, and mail both to: Texas Lottery Commission,
Post Ofce Box 16600, Austin, Texas 78761-6600. The risk of send-
ing a ticket remains with the claimant. In the event that the claim is
not validated by the Texas Lottery, the claim shall be denied and the
claimant shall be notied promptly.
D. Prior to payment by the Texas Lottery of any prize, the Texas Lottery
shall deduct a sufcient amount from the winnings of a person who has
been nally determined to be:
1. delinquent in the payment of a tax or other money collected by the
Comptroller, the Texas Workforce Commission, or Texas Alcoholic
Beverage Commission;
2. delinquent in making child support payments administered or col-
lected by the Attorney General; or
3. delinquent in reimbursing the Texas Health and Human Services
Commission for a benet granted in error under the food stamp pro-
gram or the program of nancial assistance under Chapter 31, Human
Resources Code;
4. in default on a loan made under Chapter 52, Education Code; or
5. in default on a loan guaranteed under Chapter 57, Education Code.
E. If a person is indebted or owes delinquent taxes to the State, other
than those specied in the preceding paragraph, the winnings of a per-
son shall be withheld until the debt or taxes are paid.
2.4 Allowance for Delay of Payment. The Texas Lottery may delay
payment of the prize pending a nal determination by the Executive
Director, under any of the following circumstances:
A. if a dispute occurs, or it appears likely that a dispute may occur,
regarding the prize;
B. if there is any question regarding the identity of the claimant;
C. if there is any question regarding the validity of the ticket presented
for payment; or
D. if the claim is subject to any deduction from the payment otherwise
due, as described in Section 2.3.D of these Game Procedures. No lia-
bility for interest for any delay shall accrue to the benet of the claimant
pending payment of the claim.
2.5 Payment of Prizes to Persons Under 18. If a person under the
age of 18 years is entitled to a cash prize of less than $600 from the
"SCRATCH HAPPY" Instant Game, the Texas Lottery shall deliver to
an adult member of the minor’s family or the minor’s guardian a check
or warrant in the amount of the prize payable to the order of the minor.
2.6 If a person under the age of 18 years is entitled to a cash prize
of more than $600 from the "SCRATCH HAPPY" Instant Game, the
Texas Lottery shall deposit the amount of the prize in a custodial bank
account, with an adult member of the minor’s family or the minor’s
guardian serving as custodian for the minor.
2.7 Instant Ticket Claim Period. All Instant Game prizes must be
claimed within 180 days following the end of the Instant Game or
within the applicable time period for certain eligible military person-
nel as set forth in Texas Government Code, §466.408. Any prize not
claimed within that period, and in the manner specied in these Game
Procedures and on the back of each ticket, shall be forfeited.
2.8 Disclaimer. The number of prizes in a game is approximate based
on the number of tickets ordered. The number of actual prizes available
in a game may vary based on number of tickets manufactured, testing,
distribution, sales and number of prizes claimed. An Instant Game
ticket may continue to be sold even when all the top prizes have been
claimed.
3.0 Instant Ticket Ownership.
A. Until such time as a signature is placed upon the back portion of an
Instant Game ticket in the space designated, a ticket shall be owned by
the physical possessor of said ticket. When a signature is placed on the
back of the ticket in the space designated, the player whose signature
appears in that area shall be the owner of the ticket and shall be entitled
to any prize attributable thereto. Notwithstanding any name or names
submitted on a claim form, the Executive Director shall make payment
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to the player whose signature appears on the back of the ticket in the
space designated. If more than one name appears on the back of the
ticket, the Executive Director will require that one of those players
whose name appears thereon be designated by such players to receive
payment.
B. The Texas Lottery shall not be responsible for lost or stolen Instant
Game tickets and shall not be required to pay on a lost or stolen Instant
Game ticket.
4.0 Number and Value of Instant Prizes. There will be approximately
12,000,000 tickets in the Instant Game No. 671. The approximate
number and value of prizes in the game are as follows:
A. The actual number of tickets in the game may be increased or de-
creased at the sole discretion of the Texas Lottery Commission.
5.0 End of the Instant Game. The Executive Director may, at any time,
announce a closing date (end date) for the Instant Game No. 671 with-
out advance notice, at which point no further tickets in that game may
be sold.
6.0 Governing Law. In purchasing an Instant Game ticket, the player
agrees to comply with, and abide by, these Game Procedures for In-
stant Game No. 671, the State Lottery Act (Texas Government Code,
Chapter 466), applicable rules adopted by the Texas Lottery pursuant
to the State Lottery Act and referenced in 16 TAC Chapter 401, and all





Filed: April 28, 2006
Instant Game Number 674 "Poker Royale"
1.0 Name and Style of Game.
A. The name of Instant Game No. 674 is "POKER ROYALE". The
play style is "key symbol match".
1.1 Price of Instant Ticket.
A. Tickets for Instant Game No. 674 shall be $3.00 per ticket.
1.2 Denitions in Instant Game No. 674.
A. Display Printing - That area of the instant game ticket outside of the
area where the Overprint and Play Symbols appear.
B. Latex Overprint - The removable scratch-off covering over the Play
Symbols on the front of the ticket.
C. Play Symbol - The printed data under the latex on the front of the
instant ticket that is used to determine eligibility for a prize. Each Play
Symbol is printed in Symbol font in black ink in positive except for
dual-image games. The possible black play symbols are: 2 CLUB
SYMBOL, 3 CLUB SYMBOL, 4 CLUB SYMBOL, 5 CLUB SYM-
BOL, 6 CLUB SYMBOL, 7 CLUB SYMBOL, 8 CLUB SYMBOL, 9
CLUB SYMBOL, 10 CLUB SYMBOL, J CLUB SYMBOL, Q CLUB
SYMBOL, K CLUB SYMBOL, A CLUB SYMBOL, 2 DIAMOND
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SYMBOL, 3 DIAMOND SYMBOL, 4 DIAMOND SYMBOL, 5 DI-
AMOND SYMBOL, 6 DIAMOND SYMBOL, 7 DIAMOND SYM-
BOL, 8 DIAMOND SYMBOL, 9 DIAMOND SYMBOL, 10 DIA-
MOND SYMBOL, J DIAMOND SYMBOL, Q DIAMOND SYM-
BOL, K DIAMOND SYMBOL, A DIAMOND SYMBOL, 2 SPADE
SYMBOL, 3 SPADE SYMBOL, 4 SPADE SYMBOL, 5 SPADE SYM-
BOL, 6 SPADE SYMBOL, 7 SPADE SYMBOL, 8 SPADE SYM-
BOL, 9 SPADE SYMBOL, 10 SPADE SYMBOL, J SPADE SYM-
BOL, Q SPADE SYMBOL, K SPADE SYMBOL, A SPADE SYM-
BOL, 2 HEART SYMBOL, 3 HEART SYMBOL, 4 HEART SYM-
BOL, 5 HEART SYMBOL, 6 HEART SYMBOL, 7 HEART SYM-
BOL, 8 HEART SYMBOL, 9 HEART SYMBOL, 10 HEART SYM-
BOL, J HEART SYMBOL, Q HEART SYMBOL, K HEART SYM-
BOL and A HEART SYMBOL.
D. Play Symbol Caption - The printed material appearing below each
Play Symbol which explains the Play Symbol. One caption appears
under each Play Symbol and is printed in caption font in black ink
in positive. The Play Symbol Caption which corresponds with and
veries each Play Symbol is as follows:
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E. Retailer Validation Code - Three (3) letters found under the remov-
able scratch-off covering in the play area, which retailers use to verify
and validate instant winners. These three (3) small letters are for val-
idation purposes and cannot be used to play the game. The possible
validation codes are:
Low-tier winning tickets use the required codes listed in Figure 2. Non-
winning tickets and high-tier tickets use a non-required combination of
the required codes listed in Figure 2 with the exception of ∅ , which will
only appear on low-tier winners and will always have a slash through
it.
F. Serial Number - A unique 13 (thirteen) digit number appearing un-
der the latex scratch-off covering on the front of the ticket. There is a
boxed four (4) digit Security Number placed randomly within the Se-
rial Number. The remaining nine (9) digits of the Serial Number are the
Validation Number. The Serial Number is positioned beneath the bot-
tom row of play data in the scratched-off play area. The Serial Number
is for validation purposes and cannot be used to play the game. The
format will be: 0000000000000.
G. Low-Tier Prize - A prize of $3.00, $5.00, $10.00 or $20.00.
H. Mid-Tier Prize - A prize of $30.00, $40.00, $50, $75 or $100.
I. High-Tier Prize - A prize of $1,000 or $35,000.
J. Bar Code - A 22 (twenty-two) character interleaved two (2) of ve
(5) bar code which will include a three (3) digit game ID, the seven
(7) digit pack number, the three (3) digit ticket number and the nine
(9) digit Validation Number. The bar code appears on the back of the
ticket.
K. Pack-Ticket Number - A 13 (thirteen) digit number consisting of the
three (3) digit game number (674), a seven (7) digit pack number, and
a three (3) digit ticket number. Ticket numbers start with 001 and end
with 125 within each pack. The format will be: 674-0000001-001.
L. Pack - A pack of "POKER ROYALE" Instant Game tickets contains
125 tickets, packed in plastic shrink-wrapping and fanfolded in pages
of one (1). Ticket 001 will be shown on the front of the pack; the back
of ticket 125 will be revealed on the back of the pack. All packs will
be tightly shrink-wrapped. There will be no breaks between the tickets
in a pack. Every other book will reverse i.e., reverse order will be: the
back of ticket 001 will be shown on the front of the pack and the front
of ticket 125 will be shown on the back of the pack.
M. Non-Winning Ticket - A ticket which is not programmed to be a
winning ticket or a ticket that does not meet all of the requirements
of these Game Procedures, the State Lottery Act (Texas Government
Code, Chapter 466), and applicable rules adopted by the Texas Lottery
pursuant to the State Lottery Act and referenced in 16 TAC, Chapter
401.
N. Ticket or Instant Game Ticket, or Instant Ticket - A Texas Lottery
"POKER ROYALE" Instant Game No. 674 ticket.
2.0 Determination of Prize Winners. The determination of prize win-
ners is subject to the general ticket validation requirements set forth in
Texas Lottery Rule 401.302, Instant Game Rules, these Game Proce-
dures, and the requirements set out on the back of each instant ticket.
A prize winner in the "POKER ROYALE" Instant Game is determined
once the latex on the ticket is scratched off to expose 69 (sixty-nine)
Play Symbols. Scratch the DEALT CARDS play symbols are to reveal
30 (thirty) cards. Scratch each card in YOUR HANDS play area that
matches any of the DEALT CARDS play symbols. Match all cards in
any of YOUR HANDS to the DEALT CARDS play symbols, win the
prize shown for that HAND. No portion of the display printing nor any
extraneous matter whatsoever shall be usable or playable as a part of
the Instant Game.
2.1 Instant Ticket Validation Requirements.
A. To be a valid Instant Game ticket, all of the following requirements
must be met:
1. Exactly 69 (sixty-nine) Play Symbols must appear under the latex
overprint on the front portion of the ticket;
2. Each of the Play Symbols must have a Play Symbol Caption under-
neath, unless specied, and each Play Symbol must agree with its Play
Symbol Caption;
3. Each of the Play Symbols must be present in its entirety and be fully
legible;
4. Each of the Play Symbols must be printed in black ink except for
dual image games;
5. The ticket shall be intact;
6. The Serial Number, Retailer Validation Code and Pack-Ticket Num-
ber must be present in their entirety and be fully legible;
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7. The Serial Number must correspond, using the Texas Lottery’s
codes, to the Play Symbols on the ticket;
8. The ticket must not have a hole punched through it, be mutilated,
altered, unreadable, reconstituted or tampered with in any manner;
9. The ticket must not be counterfeit in whole or in part;
10. The ticket must have been issued by the Texas Lottery in an autho-
rized manner;
11. The ticket must not have been stolen, nor appear on any list of
omitted tickets or non-activated tickets on le at the Texas Lottery;
12. The Play Symbols, Serial Number, Retailer Validation Code and
Pack-Ticket Number must be right side up and not reversed in any man-
ner;
13. The ticket must be complete and not miscut, and have exactly 69
(sixty-nine) Play Symbols under the latex overprint on the front portion
of the ticket, exactly one Serial Number, exactly one Retailer Validation
Code, and exactly one Pack-Ticket Number on the ticket;
14. The Serial Number of an apparent winning ticket shall correspond
with the Texas Lottery’s Serial Numbers for winning tickets, and a
ticket with that Serial Number shall not have been paid previously;
15. The ticket must not be blank or partially blank, misregistered, de-
fective or printed or produced in error;
16. Each of the 69 (sixty-nine) Play Symbols must be exactly one of
those described in Section 1.2.C of these Game Procedures;
17. Each of the 69 (sixty-nine) Play Symbols on the ticket must be
printed in the Symbol font and must correspond precisely to the artwork
on le at the Texas Lottery; the ticket Serial Numbers must be printed
in the Serial font and must correspond precisely to the artwork on le at
the Texas Lottery; and the Pack-Ticket Number must be printed in the
Pack-Ticket Number font and must correspond precisely to the artwork
on le at the Texas Lottery;
18. The display printing on the ticket must be regular in every respect
and correspond precisely to the artwork on le at the Texas Lottery;
and
19. The ticket must have been received by the Texas Lottery by appli-
cable deadlines.
B. The ticket must pass all additional validation tests provided for in
these Game Procedures, the Texas Lottery’s Rules governing the award
of prizes of the amount to be validated, and any condential validation
and security tests of the Texas Lottery.
C. Any Instant Game ticket not passing all of the validation require-
ments is void and ineligible for any prize and shall not be paid. How-
ever, the Executive Director may, solely at the Executive Director’s
discretion, refund the retail sales price of the ticket. In the event a de-
fective ticket is purchased, the only responsibility or liability of the
Texas Lottery shall be to replace the defective ticket with another un-
played ticket in that Instant Game (or a ticket of equivalent sales price
from any other current Instant Lottery game) or refund the retail sales
price of the ticket, solely at the Executive Director’s discretion.
2.2 Programmed Game Parameters.
A. Consecutive non-winning tickets within a book will not have iden-
tical patterns.
B. A ticket can win up to 4 times as indicated by the prize structure.
C. The majority of the tickets will have unique congurations of
DEALT CARDS and YOUR HANDS areas.
D. There will be no perceptible play patterns in play data in winning
and nonwinning tickets.
E. On winning tickets, the cards not appearing in the DEALT CARDS
play area that would complete other non-winning rows across in the
YOUR HANDS play area, will vary so that the same card(s) is/are not
always missing.
F. On non-winning tickets, the card(s) not appearing in the DEALT
CARDS play area that would complete a row across in the YOUR
HANDS play area will be varied so that it is not always the same card(s)
that is/are missing.
G. The thirty (30) DEALT CARDS will be drawn from one deck of 52
cards, Ace through King in each of the four suits (?, ?, ?, ?).
H. All 52 possible card values will appear randomly over all available
positions in the DEALT CARDS play area with respect to other restric-
tions.
I. On winning or non-winning tickets, all card symbols in the DEALT
CARDS play area will be unique (no duplicates). This simulates the
use of a single deck of cards.
J. On winning or non-winning tickets, there will never be three (3) or
more cards of the same value (i.e. 10 (?), 10(?), 10(?)), adjacent to one
another in a vertical, horizontal or diagonal straight line in the DEALT
CARDS play area.
K. On winning or non-winning tickets, there will always be at least ve
(5) cards of each suit appearing in the DEALT CARDS play area and
at least one (1) of those cards will appear in each horizontal row in the
DEALT CARDS play area.
L. On winning or non-winning tickets, no more than two (2) cards of
one suit will appear in a vertical column in the DEALT CARDS play
area.
M. In the YOUR HANDS play area, a Card can appear more than once
but will not appear more than once in the same hand and will never
appear more than two (2) times on a ticket.
N. The YOUR HANDS card symbols will be imaged and therefore will
be different from ticket to ticket.
O. The cards in the YOUR HANDS play area will appear in descending
order from left to right.
P. The Ace will always be high and will never be used in conjunction
with an Ace, 2, 3, 4, 5 straight.
Q. Wrap-around straights are not allowed.
R. A Flush will never contain a Straight.
S. The card combinations in the YOUR HANDS play area will be de-
termined as follows:
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T. All YOUR HANDS for prize levels $3 through $35,000 will include
at least one (1) black play symbol.
2.3 Procedure for Claiming Prizes.
A. To claim a "POKER ROYALE" Instant Game prize of $3.00, $5.00,
$10.00, $15.00, $20.00, $30.00, $40.00, $50.00, $75.00 or $100, a
claimant shall sign the back of the ticket in the space designated on
the ticket and present the winning ticket to any Texas Lottery Retailer.
The Texas Lottery Retailer shall verify the claim and, if valid, and upon
presentation of proper identication, make payment of the amount due
the claimant and physically void the ticket; provided that the Texas Lot-
tery Retailer may, but is not, in some cases, required to pay a $30.00,
$40.00, $50.00, $75.00 or $100 ticket. In the event the Texas Lottery
Retailer cannot verify the claim, the Texas Lottery Retailer shall pro-
vide the claimant with a claim form and instruct the claimant on how
to le a claim with the Texas Lottery. If the claim is validated by the
Texas Lottery, a check shall be forwarded to the claimant in the amount
due. In the event the claim is not validated, the claim shall be denied
and the claimant shall be notied promptly. A claimant may also claim
any of the above prizes under the procedure described in Section 2.3.B
and Section 2.3.C of these Game Procedures.
B. To claim a "POKER ROYALE" Instant Game prize of $1,000 or
$35,000, the claimant must sign the winning ticket and present it at
one of the Texas Lottery’s Claim Centers. If the claim is validated by
the Texas Lottery, payment will be made to the bearer of the validated
winning ticket for that prize upon presentation of proper identication.
When paying a prize of $600 or more, the Texas Lottery shall le the
appropriate income reporting form with the Internal Revenue Service
(IRS) and shall withhold federal income tax at a rate set by the IRS
if required. In the event that the claim is not validated by the Texas
Lottery, the claim shall be denied and the claimant shall be notied
promptly.
C. As an alternative method of claiming a "POKER ROYALE" In-
stant Game prize, the claimant must sign the winning ticket, thoroughly
complete a claim form, and mail both to: Texas Lottery Commission,
Post Ofce Box 16600, Austin, Texas 78761-6600. The risk of send-
ing a ticket remains with the claimant. In the event that the claim is
not validated by the Texas Lottery, the claim shall be denied and the
claimant shall be notied promptly.
D. Prior to payment by the Texas Lottery of any prize, the Texas Lottery
shall deduct a sufcient amount from the winnings of a person who has
been nally determined to be:
1. delinquent in the payment of a tax or other money collected by the
Comptroller, the Texas Workforce Commission, or Texas Alcoholic
Beverage Commission;
2. delinquent in making child support payments administered or col-
lected by the Attorney General;
3. delinquent in reimbursing the Texas Health and Human Services
Commission for a benet granted in error under the food stamp pro-
gram or the program of nancial assistance under Chapter 31, Human
Resources Code;
4. in default on a loan made under Chapter 52, Education Code; or
5. in default on a loan guaranteed under Chapter 57, Education Code.
E. If a person is indebted or owes delinquent taxes to the State, other
than those specied in the preceding paragraph, the winnings of a per-
son shall be withheld until the debt or taxes are paid.
2.4 Allowance for Delay of Payment. The Texas Lottery may delay
payment of the prize pending a nal determination by the Executive
Director, under any of the following circumstances:
A. if a dispute occurs, or it appears likely that a dispute may occur,
regarding the prize;
B. if there is any question regarding the identity of the claimant;
C. if there is any question regarding the validity of the ticket presented
for payment; or
D. if the claim is subject to any deduction from the payment otherwise
due, as described in Section 2.3.D of these Game Procedures. No lia-
bility for interest for any delay shall accrue to the benet of the claimant
pending payment of the claim.
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2.5 Payment of Prizes to Persons Under 18. If a person under the age of
18 years is entitled to a cash prize of less than $600 from the "POKER
ROYALE" Instant Game, the Texas Lottery shall deliver to an adult
member of the minor’s family or the minor’s guardian a check or war-
rant in the amount of the prize payable to the order of the minor.
2.6 If a person under the age of 18 years is entitled to a cash prize
of more than $600 from the "POKER ROYALE" Instant Game, the
Texas Lottery shall deposit the amount of the prize in a custodial bank
account, with an adult member of the minor’s family or the minor’s
guardian serving as custodian for the minor.
2.7 Instant Ticket Claim Period. All Instant Game prizes must be
claimed within 180 days following the end of the Instant Game or
within the applicable time period for certain eligible military personnel
as set forth in Texas Government Code Section 466.408. Any prize not
claimed within that period, and in the manner specied in these Game
Procedures and on the back of each ticket, shall be forfeited.
2.8 Disclaimer. The number of prizes in a game is approximate based
on the number of tickets ordered. The number of actual prizes available
in a game may vary based on number of tickets manufactured, testing,
distribution, sales and number of prizes claimed. An Instant Game
ticket may continue to be sold even when all the top prizes have been
claimed.
3.0 Instant Ticket Ownership.
A. Until such time as a signature is placed upon the back portion of an
Instant Game ticket in the space designated, a ticket shall be owned by
the physical possessor of said ticket. When a signature is placed on the
back of the ticket in the space designated, the player whose signature
appears in that area shall be the owner of the ticket and shall be entitled
to any prize attributable thereto. Notwithstanding any name or names
submitted on a claim form, the Executive Director shall make payment
to the player whose signature appears on the back of the ticket in the
space designated. If more than one name appears on the back of the
ticket, the Executive Director will require that one of those players
whose name appears thereon be designated by such players to receive
payment.
B. The Texas Lottery shall not be responsible for lost or stolen Instant
Game tickets and shall not be required to pay on a lost or stolen Instant
Game ticket.
4.0 Number and Value of Instant Prizes. There will be approximately
6,000,000 tickets in the Instant Game No. 674. The approximate num-
ber and value of prizes in the game are as follows:
A. The actual number of tickets in the game may be increased or de-
creased at the sole discretion of the Texas Lottery Commission.
5.0 End of the Instant Game. The Executive Director may, at any time,
announce a closing date (end date) for the Instant Game No. 674 with-
out advance notice, at which point no further tickets in that game may
be sold.
6.0 Governing Law. In purchasing an Instant Game ticket, the player
agrees to comply with, and abide by, these Game Procedures for In-
stant Game No. 674, the State Lottery Act (Texas Government Code,
Chapter 466), applicable rules adopted by the Texas Lottery pursuant
to the State Lottery Act and referenced in 16 TAC, Chapter 401, and
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Instant Game Number 727 "Golden Ticket"
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1.0 Name and Style of Game.
A. The name of Instant Game No. 727 is "GOLDEN TICKET". The
play style is "key number match with doubler."
1.1 Price of Instant Ticket.
A. Tickets for Instant Game No. 727 shall be $3.00 per ticket.
1.2 Denitions in Instant Game No. 727.
A. Display Printing - That area of the instant game ticket outside of the
area where the Overprint and Play Symbols appear.
B. Latex Overprint - The removable scratch-off covering over the Play
Symbols on the front of the ticket.
C. Play Symbol - The printed data under the latex on the front of the
instant ticket that is used to determine eligibility for a prize. Each Play
Symbol is printed in Symbol font in black ink in positive except for
dual-image games. The possible black play symbols are: 01, 02, 03,
04, 05, 06, 07, 08, 09, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, GOLD
BAR SYMBOL, $3.00, $6.00, $10.00, $15.00, $30.00, $50.00, $100,
$500, $2,000 and $35,000.
D. Play Symbol Caption-the printed material appearing below each
Play Symbol which explains the Play Symbol. One caption appears
under each Play Symbol and is printed in caption font in black ink in
positive. The Play Symbol Caption which corresponds with and veri-
es each Play Symbol is as follows:
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E. Retailer Validation Code - Three (3) letters found under the remov-
able scratch-off covering in the play area, which retailers use to verify
and validate instant winners. These three (3) small letters are for val-
idation purposes and cannot be used to play the game. The possible
validation codes are:
Low-tier winning tickets use the required codes listed in Figure 2. Non-
winning tickets and high-tier tickets use a non-required combination of
the required codes listed in Figure 2 with the exception of ∅ , which will
only appear on low-tier winners and will always have a slash through
it.
F. Serial Number - A unique 13 (thirteen) digit number appearing un-
der the latex scratch-off covering on the front of the ticket. There is a
boxed four (4) digit Security Number placed randomly within the Se-
rial Number. The remaining nine (9) digits of the Serial Number are the
Validation Number. The Serial Number is positioned beneath the bot-
tom row of play data in the scratched-off play area. The Serial Number
is for validation purposes and cannot be used to play the game. The
format will be: 0000000000000.
G. Low-Tier Prize - A prize of $3.00, $6.00, $10.00 or $15.00.
H. Mid-Tier Prize - A prize of $30.00, $50.00, $100 or $500.
I. High-Tier Prize - A prize of $2,000 or $35,000.
J. Bar Code - A 22 (twenty-two) character interleaved two (2) of ve
(5) bar code which will include a three (3) digit game ID, the seven
(7) digit pack number, the three (3) digit ticket number and the nine
(9) digit Validation Number. The bar code appears on the back of the
ticket.
K. Pack-Ticket Number - A 13 (thirteen) digit number consisting of the
three (3) digit game number (727), a seven (7) digit pack number, and
a three (3) digit ticket number. Ticket numbers start with 001 and end
with 125 within each pack. The format will be: 727-0000001-001.
L. Pack - A pack of "GOLDEN TICKET" Instant Game tickets contains
125 tickets, packed in plastic shrink-wrapping and fanfolded in pages
of one (1). Ticket 001 will be shown on the front of the pack; the back
of ticket 125 will be revealed on the back of the pack. All packs will
be tightly shrink-wrapped. There will be no breaks between the tickets
in a pack. Every other book will reverse i.e., reverse order will be: the
back of ticket 001 will be shown on the front of the pack and the front
of ticket 125 will be shown on the back of the pack.
M. Non-Winning Ticket - A ticket which is not programmed to be a
winning ticket or a ticket that does not meet all of the requirements
of these Game Procedures, the State Lottery Act (Texas Government
Code, Chapter 466), and applicable rules adopted by the Texas Lottery
pursuant to the State Lottery Act and referenced in 16 TAC, Chapter
401.
N. Ticket or Instant Game Ticket, or Instant Ticket - A Texas Lottery
"GOLDEN TICKET" Instant Game No. 727 ticket.
2.0 Determination of Prize Winners. The determination of prize win-
ners is subject to the general ticket validation requirements set forth in
Texas Lottery Rule 401.302, Instant Game Rules, these Game Proce-
dures, and the requirements set out on the back of each instant ticket. A
prize winner in the "GOLDEN TICKET" Instant Game is determined
once the latex on the ticket is scratched off to expose 33 (thirty-three)
Play Symbols. If a player matches any of the YOUR NUMBERS play
symbols to any of the GOLDEN NUMBERS play symbols, the player
wins the prize shown for that play symbol. If a player reveals a GOLD
BAR play symbol the player wins DOUBLE the prize shown instantly.
No portion of the display printing or any extraneous matter whatsoever
shall be usable or playable as a part of the Instant Game.
2.1 Instant Ticket Validation Requirements.
A. To be a valid Instant Game ticket, all of the following requirements
must be met:
1. Exactly 33 (thirty-three) Play Symbols must appear under the latex
overprint on the front portion of the ticket;
2. Each of the Play Symbols must have a Play Symbol Caption under-
neath, unless specied, and each Play Symbol must agree with its Play
Symbol Caption;
3. Each of the Play Symbols must be present in its entirety and be fully
legible;
4. Each of the Play Symbols must be printed in black ink except for
dual image games;
5. The ticket shall be intact;
6. The Serial Number, Retailer Validation Code and Pack-Ticket Num-
ber must be present in their entirety and be fully legible;
7. The Serial Number must correspond, using the Texas Lottery’s
codes, to the Play Symbols on the ticket;
8. The ticket must not have a hole punched through it, be mutilated,
altered, unreadable, reconstituted or tampered with in any manner;
9. The ticket must not be counterfeit in whole or in part;
10. The ticket must have been issued by the Texas Lottery in an autho-
rized manner;
11. The ticket must not have been stolen, nor appear on any list of
omitted tickets or non-activated tickets on le at the Texas Lottery;
12. The Play Symbols, Serial Number, Retailer Validation Code and
Pack-Ticket Number must be right side up and not reversed in any man-
ner;
13. The ticket must be complete and not miscut, and have exactly
33 (thirty-three) Play Symbols under the latex overprint on the front
portion of the ticket, exactly one Serial Number, exactly one Retailer
Validation Code, and exactly one Pack-Ticket Number on the ticket;
14. The Serial Number of an apparent winning ticket shall correspond
with the Texas Lottery’s Serial Numbers for winning tickets, and a
ticket with that Serial Number shall not have been paid previously;
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15. The ticket must not be blank or partially blank, misregistered, de-
fective or printed or produced in error;
16. Each of the 33 (thirty-three) Play Symbols must be exactly one of
those described in Section 1.2.C of these Game Procedures.
17. Each of the 33 (thirty-three) Play Symbols on the ticket must be
printed in the Symbol font and must correspond precisely to the artwork
on le at the Texas Lottery; the ticket Serial Numbers must be printed
in the Serial font and must correspond precisely to the artwork on le at
the Texas Lottery; and the Pack-Ticket Number must be printed in the
Pack-Ticket Number font and must correspond precisely to the artwork
on le at the Texas Lottery;
18. The display printing on the ticket must be regular in every respect
and correspond precisely to the artwork on le at the Texas Lottery;
and
19. The ticket must have been received by the Texas Lottery by appli-
cable deadlines.
B. The ticket must pass all additional validation tests provided for in
these Game Procedures, the Texas Lottery’s Rules governing the award
of prizes of the amount to be validated, and any condential validation
and security tests of the Texas Lottery.
C. Any Instant Game ticket not passing all of the validation require-
ments is void and ineligible for any prize and shall not be paid. How-
ever, the Executive Director may, solely at the Executive Director’s
discretion, refund the retail sales price of the ticket. In the event a de-
fective ticket is purchased, the only responsibility or liability of the
Texas Lottery shall be to replace the defective ticket with another un-
played ticket in that Instant Game (or a ticket of equivalent sales price
from any other current Instant Lottery game) or refund the retail sales
price of the ticket, solely at the Executive Director’s discretion.
2.2 Programmed Game Parameters.
A. Consecutive non-winning tickets within a book will not have iden-
tical patterns.
B. Players can win up to fteen (15) times in this game.
C. No duplicate non-winning YOUR NUMBERS on a ticket.
D. Non-winning prize symbols will not match a winning prize symbol
on a ticket.
E. No duplicate Golden Numbers will appear on a ticket.
F. Your Number will never equal the corresponding Prize symbol.
G. A non-winning prize symbol will not appear more than 2 (two) times
on a ticket.
H. The "Gold Bar" symbol will never appear on non-winning tickets.
I. The "Gold Bar" symbol will never appear as any of the "GOLDEN
NUMBERS".
J. The "Gold Bar" symbol will win double the corresponding prize
shown and will win as per the prize structure.
2.3 Procedure for Claiming Prizes.
A. To claim a "GOLDEN TICKET" Instant Game prize of $3.00, $6.00,
$10.00, $15.00, $30.00, $50.00, $100 or $500, a claimant shall sign
the back of the ticket in the space designated on the ticket and present
the winning ticket to any Texas Lottery Retailer. The Texas Lottery
Retailer shall verify the claim and, if valid, and upon presentation of
proper identication, make payment of the amount due the claimant
and physically void the ticket; provided that the Texas Lottery Retailer
may, but is not, in some cases, required to pay a $30.00, $50.00, $100
or $500 ticket. In the event the Texas Lottery Retailer cannot verify
the claim, the Texas Lottery Retailer shall provide the claimant with
a claim form and instruct the claimant on how to le a claim with the
Texas Lottery. If the claim is validated by the Texas Lottery, a check
shall be forwarded to the claimant in the amount due. In the event
the claim is not validated, the claim shall be denied and the claimant
shall be notied promptly. A claimant may also claim any of the above
prizes under the procedure described in Section 2.3.B and Section 2.3.C
of these Game Procedures.
B. To claim a "GOLDEN TICKET" Instant Game prize of $2,000 or
$35,000, the claimant must sign the winning ticket and present it at
one of the Texas Lottery’s Claim Centers. If the claim is validated by
the Texas Lottery, payment will be made to the bearer of the validated
winning ticket for that prize upon presentation of proper identication.
When paying a prize of $600 or more, the Texas Lottery shall le the
appropriate income reporting form with the Internal Revenue Service
(IRS) and shall withhold federal income tax at a rate set by the IRS
if required. In the event that the claim is not validated by the Texas
Lottery, the claim shall be denied and the claimant shall be notied
promptly.
C. As an alternative method of claiming a "GOLDEN TICKET" In-
stant Game prize, the claimant must sign the winning ticket, thoroughly
complete a claim form, and mail both to: Texas Lottery Commission,
Post Ofce Box 16600, Austin, Texas 78761-6600. The risk of send-
ing a ticket remains with the claimant. In the event that the claim is
not validated by the Texas Lottery, the claim shall be denied and the
claimant shall be notied promptly.
D. Prior to payment by the Texas Lottery of any prize, the Texas Lottery
shall deduct a sufcient amount from the winnings of a person who has
been nally determined to be:
1. delinquent in the payment of a tax or other money collected by the
Comptroller, the Texas Workforce Commission, or Texas Alcoholic
Beverage Commission;
2. delinquent in making child support payments administered or col-
lected by the Attorney General; or
3. delinquent in reimbursing the Texas Health and Human Services
Commission for a benet granted in error under the food stamp pro-
gram or the program of nancial assistance under Chapter 31, Human
Resources Code;
4. in default on a loan made under Chapter 52, Education Code; or
5. in default on a loan guaranteed under Chapter 57, Education Code.
E. If a person is indebted or owes delinquent taxes to the State, other
than those specied in the preceding paragraph, the winnings of a per-
son shall be withheld until the debt or taxes are paid.
2.4 Allowance for Delay of Payment. The Texas Lottery may delay
payment of the prize pending a nal determination by the Executive
Director, under any of the following circumstances:
A. if a dispute occurs, or it appears likely that a dispute may occur,
regarding the prize;
B. if there is any question regarding the identity of the claimant;
C. if there is any question regarding the validity of the ticket presented
for payment; or
D. if the claim is subject to any deduction from the payment otherwise
due, as described in Section 2.3.D of these Game Procedures. No lia-
bility for interest for any delay shall accrue to the benet of the claimant
pending payment of the claim.
2.5 Payment of Prizes to Persons Under 18. If a person under the
age of 18 years is entitled to a cash prize of less than $600 from the
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"GOLDEN TICKET" Instant Game, the Texas Lottery shall deliver to
an adult member of the minor’s family or the minor’s guardian a check
or warrant in the amount of the prize payable to the order of the minor.
2.6 If a person under the age of 18 years is entitled to a cash prize
of more than $600 from the "GOLDEN TICKET" Instant Game, the
Texas Lottery shall deposit the amount of the prize in a custodial bank
account, with an adult member of the minor’s family or the minor’s
guardian serving as custodian for the minor.
2.7 Instant Ticket Claim Period. All Instant Game prizes must be
claimed within 180 days following the end of the Instant Game or
within the applicable time period for certain eligible military personnel
as set forth in Texas Government Code Section 466.408. Any prize not
claimed within that period, and in the manner specied in these Game
Procedures and on the back of each ticket, shall be forfeited.
2.8 Disclaimer. The number of prizes in a game is approximate based
on the number of tickets ordered. The number of actual prizes available
in a game may vary based on number of tickets manufactured, testing,
distribution, sales and number of prizes claimed. An Instant Game
ticket may continue to be sold even when all the top prizes have been
claimed.
3.0 Instant Ticket Ownership.
A. Until such time as a signature is placed upon the back portion of an
Instant Game ticket in the space designated, a ticket shall be owned by
the physical possessor of said ticket. When a signature is placed on the
back of the ticket in the space designated, the player whose signature
appears in that area shall be the owner of the ticket and shall be entitled
to any prize attributable thereto. Notwithstanding any name or names
submitted on a claim form, the Executive Director shall make payment
to the player whose signature appears on the back of the ticket in the
space designated. If more than one name appears on the back of the
ticket, the Executive Director will require that one of those players
whose name appears thereon be designated by such players to receive
payment.
B. The Texas Lottery shall not be responsible for lost or stolen Instant
Game tickets and shall not be required to pay on a lost or stolen Instant
Game ticket.
4.0 Number and Value of Instant Prizes. There will be approximately
4,080,000 tickets in the Instant Game No. 727. The approximate num-
ber and value of prizes in the game are as follows:
A. The actual number of tickets in the game may be increased or de-
creased at the sole discretion of the Texas Lottery Commission.
5.0 End of the Instant Game. The Executive Director may, at any time,
announce a closing date (end date) for the Instant Game No. 727 with-
out advance notice, at which point no further tickets in that game may
be sold.
6.0 Governing Law. In purchasing an Instant Game ticket, the player
agrees to comply with, and abide by, these Game Procedures for In-
stant Game No. 727, the State Lottery Act (Texas Government Code,
Chapter 466), applicable rules adopted by the Texas Lottery pursuant
to the State Lottery Act and referenced in 16 TAC, Chapter 401, and





Filed: May 2, 2006
Texas Public Finance Authority
Texas Public Finance Authority Charter School Finance
Corporation Request for Applications Concerning Texas Credit
Enhancement Program
Filing Authority. Texas Public Finance Authority Charter School Fi-
nance Corporation
31 TexReg 4108 May 12, 2006 Texas Register
Eligible Applicants. The Texas Public Finance Authority Charter
School Finance Corporation (CSFC) is requesting applications from
eligible entities to receive credit enhancement for eligible Texas open
enrollment charter schools by funding a debt service reserve fund
for bonds issued by the TPFA’s Charter School Finance Corporation
(CSFC). Eligible entities are open-enrollment charter schools that: (1)
have earned an academic rating of acceptable or higher for two con-
secutive years, including 2006; (2) are scally sound as determined by
a satisfactory rating under the 2006 Financial Integrity Rating System
of Texas (FIRST) as adapted for charter schools; and (3) meet other
criteria as outlined in the application.
TCEP training will be hosted by TPFA, TEA, and Resource Center
staff. All potential TCEP applicants are strongly encouraged to at-
tend one of the following training sessions at TEA, Room 1-104, in
the William B. Travis Building, 1701 N. Congress, Austin: Monday,
May 15, 2006 at 1:30 p.m. and Tuesday, May 23, 2006 at 1:30 p.m.
Description. The Texas Credit Enhancement Program (TCEP) received
a $6.9 million grant from the US Department of Education (USDOE)
to establish a credit enhancement program for charter schools facili-
ties funding. TCEP is a consortium formed with the Resource Cen-
ter for Charter Schools, the Texas Public Finance Authority Charter
School Finance Corporation (TPFA CSFC), and the Texas Education
Agency (TEA). The TPFA CSFC is a non-prot corporation created by
the Board of Directors of the Texas Public Finance Authority (TPFA), a
state agency, pursuant to §53.351 of the Texas Education Code. TPFA
provides administrative and staff support for the CSFC. The CSFC is
the entity responsible for awarding access to TCEP grant funds.
Dates of Project. Applications will be due by September 15, 2006 at
5:00 p.m. into the TPFA ofce at 300 West 15th Street, Suite 411,
Austin, Texas, 78701.
Prior to submitting the application, the charter schools should work
with their nancial advisors, bond counsel, and an underwriter to struc-
ture their bond issue and prepare preliminary bond documents. These
services will not be provided by TCEP.
Project Amount. The TCEP will use the $6.9 million in Credit En-
hancement for Charter School Facilities grant funds, combined with
a $100,000 TEA contribution, to establish reserve funds for charter
schools that are issuing municipal bonds to nance the acquisition,
construction, repair, or renovation of Texas charter school facilities.
Renancing of facilities debt may be included if it falls within federal
program guidelines. The debt service reserve funds will be held in the
State treasury solely to provide security for repayment of the bonds.
The funds will not be provided directly to the approved charter schools
for construction.
Selection Criteria. Applications will be reviewed by consortium staff
and approved by the CSFC board. Approved charters will be notied
in early 2007.
Requesting the Application. Preliminary copies of the TCEP applica-
tion will be distributed at the training sessions. An electronic version
will be available on the TPFA website (www.tpfa.state.tx.us) by ap-
proximately May 24, 2006.
Further Information. For additional information contact:
Kim Edwards at kim.edwards@tpfa.state.tx.us; Mary Perry at




Texas Public Finance Authority
Filed: April 27, 2006
Public Utility Commission of Texas
Announcement of Application for State-Issued Certicate of
Franchise Authority
The Public Utility Commission of Texas (commission) received an ap-
plication on April 27, 2006, for a state-issued certicate of franchise
authority (CFA), pursuant to §§66.001 - 66.016 of the Public Utility
Regulatory Act (PURA). A summary of the application follows.
Project Title and Number: Application of Phonoscope, Ltd. for a
State-Issued Certicate of Franchise Authority, Project Number 32654
before the Public Utility Commission of Texas.
Applicant intends to provide cable service. The requested CFA service
area includes the counties of Harris (excluding the City of Houston),
Fort Bend, Galveston, Waller, Montgomery, and Brazoria.
Information on the application may be obtained by contacting the Pub-
lic Utility Commission of Texas by mail at P. O. Box 13326, Austin,
Texas 78711-3326, or by phone at (512) 936-7120 or toll free at 1-888-
782-8477. Hearing and speech-impaired individuals with text tele-
phone (TTY) may contact the commission at (512) 936-7136 or toll





Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Application for Amendment to Service Provider
Certicate of Operating Authority
On April 26, 2006, Connect I.T. led an application with the Pub-
lic Utility Commission of Texas (commission) to amend its service
provider certicate of operating authority (SPCOA) granted in SPCOA
Certicate Number 60691. Applicant intends to reect a change in its
service area to include the entire state of Texas.
The Application: Application of Connect I.T. for an Amendment to its
Service Provider Certicate of Operating Authority, Docket Number
32649.
Persons wishing to comment on the action sought should contact the
Public Utility Commission of Texas by mail at P. O. Box 13326, Austin,
Texas, 78711-3326, or by phone at (512) 936-7120 or toll free at 1-888-
782-8477 no later than May 17, 2006. Hearing and speech-impaired
individuals with text telephones (TTY) may contact the commission at
(512) 936-7136 or toll free at 1-800-735-2989. All comments should




Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Application for Service Provider Certicate of
Operating Authority
Notice is given to the public of the ling with the Public Utility
Commission of Texas of an application on April 21, 2006, for a
service provider certicate of operating authority (SPCOA), pursuant
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to §§54.151 - 54.156 of the Public Utility Regulatory Act (PURA). A
summary of the application follows.
Docket Title and Number: Application of Talk Now Telco for a Service
Provider Certicate of Operating Authority, Docket Number 32639 be-
fore the Public Utility Commission of Texas.
Applicant intends to provide plain old telephone service and long dis-
tance services.
Applicant’s requested SPCOA geographic area includes the area of
Texas served by all incumbent local exchange companies.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P.O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477 no later than May 17, 2006. Hearing and speech-im-
paired individuals with text telephone (TTY) may contact the commis-
sion at (512) 936-7136 or toll free at 1-800-735-2989. All comments




Public Utility Commission of Texas
Filed: April 27, 2006
Notice of Application for Service Provider Certicate of
Operating Authority
Notice is given to the public of the ling with the Public Utility
Commission of Texas of an application on April 25, 2006, for a
service provider certicate of operating authority (SPCOA), pursuant
to §§54.151 - 54.156 of the Public Utility Regulatory Act (PURA). A
summary of the application follows.
Docket Title and Number: Application of CURRENT Communica-
tions of Texas, L.P. for a Service Provider Certicate of Operating Au-
thority, Docket Number 32648 before the Public Utility Commission
of Texas.
Applicant intends to provide private line communications.
Applicant’s requested SPCOA geographic area includes the area served
by all incumbent local exchange companies.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P.O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477 no later than May 17, 2006. Hearing and speech-im-
paired individuals with text telephone (TTY) may contact the commis-
sion at (512) 936-7136 or toll free at 1-800-735-2989. All comments




Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Application for Service Provider Certicate of
Operating Authority
Notice is given to the public of the ling with the Public Utility Com-
mission of Texas (commission) of an application on April 26, 2006, for
a service provider certicate of operating authority (SPCOA), pursuant
to §§54.151 - 54.156 of the Public Utility Regulatory Act (PURA). A
summary of the application follows.
Docket Title and Number: Application of Clearwire Telecommunica-
tions Services, LLC for a Service Provider Certicate of Operating Au-
thority, Docket Number 32650 before the Public Utility Commission
of Texas.
Applicant intends to provide T1-Private Line, and DS1 or higher ca-
pacity transport, special access and 911 access.
Applicant’s requested SPCOA geographic area includes the area of
Texas currently served by AT&T Texas and Verizon Southwest.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P. O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477 no later than May 17, 2006. Hearing and speech-im-
paired individuals with text telephone (TTY) may contact the commis-
sion at (512) 936-7136 or toll free at 1-800-735-2989. All comments




Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Application for Service Provider Certicate of
Operating Authority
Notice is given to the public of the ling with the Public Utility Com-
mission of Texas (commission) of an application on April 27, 2006, for
a service provider certicate of operating authority (SPCOA), pursuant
to §§54.151 - 54.156 of the Public Utility Regulatory Act (PURA). A
summary of the application follows.
Docket Title and Number: Application of Access One Inc. for a
Service Provider Certicate of Operating Authority, Docket Number
32652 before the Public Utility Commission of Texas.
Applicant intends to provide plain old telephone service, ADSL,
ISDN, HDSL, SDSL, RADSL, VDSL, Optical Services, T1-Private
Line, Switch 56 KBPS, Frame Relay, Fractional T1, long distance and
wireless services.
Applicant’s requested SPCOA geographic area includes the entire State
of Texas.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P. O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477 no later than May 17, 2006. Hearing and speech-im-
paired individuals with text telephone (TTY) may contact the commis-
sion at (512) 936-7136 or toll free at 1-800-735-2989. All comments




Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Application to Amend Certicated Service Area
Boundaries in Kerr County, Texas
31 TexReg 4110 May 12, 2006 Texas Register
Notice is given to the public of the ling with the Public Utility Com-
mission of Texas of an application led on April 24, 2006, for an
amendment to certicated service area boundaries within Kerr County,
Texas.
Docket Style and Number: Application of Bandera Electric Coopera-
tive, Inc. for a Certicate of Convenience and Necessity for Service
Area Boundaries within Kerr County. Docket Number 32642.
The Application: Bandera Electric Cooperative, Inc. (BEC) has been
asked to provide electric service to serve a small industrial park, Ranger
Park, near Center Point, Texas. A portion of the property is within
BEC’s territory and a portion of the property is within the boundary for
Kerrville Public Utility (KPUB). BEC has existing three phase line in
place to serve the industrial park. KPUB is in full agreement with the
territory amendment.
Persons wishing to comment on the action sought or intervene should
contact the Public Utility Commission of Texas no later than May 22,
2006 by mail at P.O. Box 13326, Austin, Texas 78711-3326, or by
phone at (512) 936-7120 or toll-free at 1-888-782-8477. Hearing and
speech-impaired individuals with text telephone (TTY) may contact
the commission at (512) 936-7136 or use Relay Texas (toll-free) 1-800-




Public Utility Commission of Texas
Filed: April 27, 2006
Notice of Application to Amend Certicated Service Area
Boundaries in Real County, Texas
Notice is given to the public of the ling with the Public Utility Com-
mission of Texas (commission) of an application led on April 27,
2006, for an amendment to certicated service area boundaries within
Real County, Texas.
Docket Style and Number: Application of Bandera Electric Coopera-
tive, Inc. for a Certicate of Convenience and Necessity for a Service
Area Exception within Real County. Docket Number 32653.
The Application: Bandera Electric Cooperative, Inc. (BEC) seeks to
provide service to a specic customer located within the certicated
service area of Pedernales Electric Cooperative, Inc. (PEC). PEC is in
full agreement with the service area exception. The estimated cost for
the construction of approximately 3,200 feet of line is $11,000.
Persons wishing to comment on the action sought or intervene should
contact the Public Utility Commission of Texas no later than May 19,
2006 by mail at P. O. Box 13326, Austin, Texas 78711-3326, or by
phone at (512) 936-7120 or toll-free at 1-888-782-8477. Hearing and
speech-impaired individuals with text telephone (TTY) may contact
the commission at (512) 936-7136 or use Relay Texas (toll-free) 1-800-




Public Utility Commission of Texas
Filed: May 2, 2006
Notice of Request for Eligible Telecommunications Provider
for Uncerticated Areas Pursuant to P.U.C. Substantive Rule
§26.421
Notice is given to the public of a petition led with the Public Util-
ity Commission of Texas on April 24, 2006, for telecommunications
service in Texas uncertied areas pursuant to P.U.C. Substantive Rule
§26.421.
Docket Title and Number: Petition for Telecommunications Service in
Texas Uncertied Areas. Docket Number 32645.
The Application: Mark Siegler led, on behalf of William T. and Bar-
bara B. Armstrong, a petition for telecommunications service in Texas
uncertied areas. The Applicant nominated candidates, DialToneSer-
vices, L.P. (DTS) and/or CapRock Telephone Cooperative, Inc. to pro-
vide telephone service under this petition.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P.O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477. Hearing and speech-impaired individuals with text
telephones (TTY) may contact the commission at (512) 936-7136 or





Public Utility Commission of Texas
Filed: April 27, 2006
Notice of Request for Eligible Telecommunications Provider
for Uncerticated Areas Pursuant to P.U.C. Substantive Rule
§26.421
Notice is given to the public of a petition led with the Public Utility
Commission of Texas (commission) on April 26, 2006, for telecom-
munications service in Texas uncertied areas pursuant to P.U.C. Sub-
stantive Rule §26.421.
Docket Title and Number: Petition for Telecommunications Service in
Texas Uncertied Areas. Docket Number 32651.
The Application: Mark Siegler led on behalf of Jane H. King a pe-
tition for telecommunications service in Texas uncertied areas. The
Applicant nominated candidate DialToneServices, L.P. (DTS) and/or
CapRock Telephone Cooperative, Inc. to provide telephone service
under this petition.
Persons who wish to comment upon the action sought should contact
the Public Utility Commission of Texas by mail at P. O. Box 13326,
Austin, Texas 78711-3326, or by phone at (512) 936-7120 or toll free
at 1-888-782-8477. Hearing and speech-impaired individuals with text
telephones (TTY) may contact the commission at (512) 936-7136 or





Public Utility Commission of Texas
Filed: May 2, 2006
Texas 9-1-1 Alliance
IN ADDITION May 12, 2006 31 TexReg 4111
Notice of Request for Proposals
The Texas 9-1-1 Alliance announces the issuance of a Request for Pro-
posals (RFP) for Validation Data Base (VDB), Emergency Services
Zone Routing Data Base (ERDB), and supporting equipment and ser-
vices associated with the interim architecture for Voice over Internet
Protocol (VoIP) Enhanced 9-1-1 (E9-1-1) and migration to Next Gen-
eration E9-1-1 services consistent with current and evolving techni-
cal and industry standards. The immediate major purpose of the VDB
and ERDB is to enable and promote the use of the Master Street Ad-
dress Guide (MSAG) to obtain wireline E9-1-1 equivalency for no-
madic VoIP E9-1-1 calls. While the immediate need for the solutions
under the RFP is for Texas 9-1-1 Governmental Entities (9-1-1 Gov-
ernmental Entities) seeking to accommodate and better prepare for no-
madic VoIP callers using the interim architecture for VoIP E9-1-1, the
ultimate solutions may also provide for the appropriate transition to
Next Generation E9-1-1 services and accommodate a wide variety of
calling devices and technologies.
The Texas 9-1-1 Alliance is an interlocal government administrative
entity formed under the Texas Interlocal Cooperation Act, and con-
sists of Texas Health and Safety Code Ann., Chapter 772 Emergency
Communication Districts that serve approximately fty (50) percent of
the population of the State of Texas. Other 9-1-1 Governmental Enti-
ties are Regional Planning Commissions under the jurisdiction of the
Commission on State Emergency Communications (CSEC) and grand-
fathered Home-Rule City Emergency Communication Districts operat-
ing a 9-1-1 system prior to a certain statutory date.
The Texas 9-1-1 Alliance reserves the right to accept or reject any or all
proposals submitted. All proposals are subject to further negotiations
prior to the award of any contract associated with this RFP. The Texas
9-1-1 Alliance and participating 9-1-1 Governmental Entities are un-
der no legal or other obligation to execute a contract on the basis of
this notice or the distribution of an RFP. Neither this notice nor the
RFP commits the Texas 9-1-1 Alliance and participating 9-1-1 Gov-
ernmental Entities to pay for any costs incurred prior to the execution
of a contract from an award associated with this RFP.
The relevant RFP dates are as follows:
RFP Release Date: April 28, 2006
Mandatory Pre-Bid Conference Date: May 31, 2006
Written Inquiry Deadline Date: June 6, 2006
RFP Response Deadline Date: July 14, 2006.
The RFP asks for proposals to specify proposed pricing by core func-
tionality and elements, and any alternative business arrangements that
they may wish to propose. The RFP also provides for the negotiation
of a pre-deployment pilot project, and a performance bond may be re-
quired from any successful proposer(s).
A copy of the RFP may be downloaded from the Texas 9-1-1 Alliance
website at http://www.texas911alliance.org/bid.html. Parties interested
in submitting a proposal may obtain any additional information asso-
ciated with release of the RFP by contacting Richard Muscat at (210)
408-3911 and at the Bexar Metro 9-1-1 Network District, 911 Saddle-





Filed: April 28, 2006
Texas A&M University, Board of Regents
Request for Proposal for Financial Advisor
PURPOSE
The Texas A&M University System ("the A&M System") is requesting
proposals from rms to provide nancial advisory services related to
the issuance of debt and arbitrage matters.
BACKGROUND OF THE TEXAS A&M UNIVERSITY SYS-
TEM
The A&M System comprises nine universities, seven state agencies,
and a health science center in Texas. Public bond issuance is con-
ducted under two main programs and is rated by at least two major
rating agencies. Bonds are issued under authority granted to the A&M
System in Article VIII, §18 of the Texas Constitution (Permanent Uni-
versity Fund). The Permanent University Fund utilizes a subordinate
lien variable rate demand bond program in commercial paper mode.
This program, called the exible rate note program, has an authorized
limit of $125 million and is frequently used to nance capital improve-
ment needs of the A&M System. Flexible rate notes are normally
issued once or twice each year. Currently, $5 million is issued and
outstanding. Current and advance refunding of Permanent University
Fund bonds is conducted periodically based on potential savings oppor-
tunities. Under authority granted in Chapter 55, Texas Education Code
and Texas Civil Statutes, Articles 717k and 717q, and other applicable
laws, the A&M System also issues revenue bonds for capital improve-
ments. The A&M System employs a revenue debt program, which
offers a combined pledge of all legally available revenues with certain
exceptions (the Revenue Financing System). A commercial paper pro-
gram is used for interim nancing with long-term xed rate bonds sold
to provide more permanent nancing. The commercial paper program
is presently authorized up to $200 million. Currently, $29.2 million is
issued and outstanding. Current and advance refunding of bonds and
escrow restructures of previously defeased bonds, based on market op-
portunities, may be expected. Evaluation of refunding opportunities
presented to the A&M System and developing management strategies
for the conduct of the debt program require a close working relation-
ship with the Financial Advisor.
TIME SCHEDULE
Two (2) copies of your proposal must be submitted by June 14, 2006
to:
Ms. Maria L. Robinson
Director of Treasury Services
The Texas A&M University System
200 Technology Way, Suite 1120
College Station, Texas 77845-3424
An authorized representative of the rm must execute the submitted
proposal. Proposals must be accurate and include complete informa-
tion as required by this request for proposal (RFP). Oral instructions or
offers will not be considered. Submitted proposals will be reviewed by
The Texas A&M University System. After the review, certain persons
who have responded to the RFP may be requested to answer questions
or make further presentations. The decision naming a Financial Advi-
sor will be made on or before June 30, 2006. All respondents to this
RFP will be notied in writing of the A&M System’s decision.
Information may be obtained by calling Maria L. Robinson or Gregory
R. Anderson at (979) 458-6330.
BASIS OF AWARD
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The Texas A&M University System will make the selection for Finan-
cial Advisor based upon demonstrated competence, experience, and
qualications as well as the reasonableness of the proposed fee for ser-
vices. The A&M System will give rst consideration to rms whose
principal place of business is located in Texas and to those rms with
previous experience specically related to college or university sys-
tems.
The A&M System reserves the right to negotiate individual elements
of the Financial Advisor’s proposal and to reject any and all proposals.
SCOPE OF SERVICES
The Financial Advisor is to be responsible for all duties and services
necessary or advisable to facilitate the issuance of bonds, notes, and
commercial paper. Also, the Financial Advisor will be responsible for
advising the A&M System as related to arbitrage issues as well as per-
forming necessary arbitrage calculations. The contract term will be ne-
gotiated with the selected Financial Advisor in accordance with State
regulations and System policy.
DESCRIPTION OF SERVICES
The Financial Advisor will perform the following services:
1. Consult with A&M System staff, bond counsel, and others to sched-
ule and facilitate the authorization, sale, and delivery of bonds, notes,
and commercial paper.
2. Assist the A&M System in developing and/or revising policies re-
lated to the issuance of debt.
3. Advise the A&M System on the feasibility of nancings and the
proper structure to insure the most advantageous issuance and to
achieve the lowest cost to the A&M System, while meeting special
requirements of tuition revenue bond projects and other capital im-
provement projects.
4. Prepare preliminary and nal Ofcial Statements, Notice of Sale and
Bidding Instructions, and Ofce Bid forms; print such documents; and
deliver such documents as appropriate.
5. Assist the A&M System bond counsel with the preparation of a
bond resolution and other proceedings by performing and providing
calculations related to the authorization, sale, and delivery of bonds,
notes, and commercial paper.
6. Advise the A&M System of current market conditions, upcoming
bond issues, economic data, and other information which may affect
interest rates or bidding conditions to assist in the determination of a
sale date for bonds, notes, or commercial paper.
7. Communicate with and make presentations to nationally recognized
rating agencies along with A&M System staff to achieve favorable rat-
ings on bonds to be issued and previously issued bonds.
8. Assist the A&M System staff in the evaluation of bids for com-
petitive issues to include checking the bids for accuracy, providing an
evaluation of bids, and recommending the best bid.
9. Compile a list of qualied underwriters for a negotiated sale to in-
clude evaluating presentations made by such underwriters, drafting a
request for information (if needed), and sharing other information that
will assist the A&M System Staff in choosing an underwriter or under-
writing team.
10. Handle the bidding process for paying agent and escrow agent
services for bond issues.
11. Pay debt issuance costs from debt proceeds allocated for that pur-
pose as approved by the A&M System. Provide an accounting of is-
suance costs and return unused debt proceeds.
12. Attend meetings with the A&M System staff, the Board of Regents,
the Texas Bond Review Board, rating agencies, or others as requested.
The Financial Advisor will be paid for its services on a per bond price
basis. There will be no additional compensation for routine consulta-
tions on matters related to debt management including, but not limited
to, rating agency and dealer relationships, paying agent relationships,
comparative bond issue data, market trends and conditions, and special
legislation. The Financial Advisor will be reimbursed for reasonable
out-of-pocket expenses associated with the issuance of debt, subject to
the approval of representatives of the A&M System. Payment will be
made from debt proceeds at the time of settlement. Charges related to
arbitrage calculations will be paid separately upon completion of the
calculations.
RFP SUBMISSIONS
It is recommended that your proposal include the following:
1. Provide a brief description of your rm, its history, and general
experience.
2. List previous nancial advisor or nancial consultant experience
within the State of Texas, with particular emphasis on Texas systems
and university issues. Indicate in what capacity your rm served.
3. Name the individuals and provide resumes for those individuals who
would be assigned to act as Financial Advisor(s) to the A&M System.
Please indicate the role the individuals assumed in Financial Advisor
relationships. Indicate their particular expertise and how it would ben-
et the A&M System.
4. Outline of the rm’s general experience during the past ve years
with the major rating agencies.
5. Include the nancial advisory fee based on a per $1,000 debt basis.
Also include other forms and amounts of compensation with an expla-
nation of the charges, if applicable.
6. Discuss the management philosophy of the rm as it relates to the
control of fees and expenses and allowances for non-billable time.
7. Discuss the rm’s experience as related to arbitrage calculations and
issues.
8. Provide any other information about the rm that you feel is relevant
to the consideration of your rm being chosen as Financial Advisor.
COST INCURRED IN RESPONDING
All costs directly or indirectly related to preparation of a response to
this RFP or any presentations required to supplement and/or clarify
the RFP which may be required by the A&M System shall be the sole
responsibility of your rm.
RELEASE OF INFORMATION
Information submitted relative to this request shall not be released by
the A&M System during the proposal evaluation process or prior to
contract award.
OPEN RECORDS
All proposals shall be deemed, once submitted, to be the property of
The Texas A&M University System and subject to the Public Informa-
tion Act, Chapter 552 of the Texas Government Code.
TRD-200602476
Vickie Burt Spillers
Executive Secretary to the Board
Texas A&M University, Board of Regents
Filed: May 3, 2006
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Texas Department of Transportation
Aviation Division - Request for Proposal for Professional
Services
In the April 28, 2006 issue of the Texas Register (31 TexReg 3646), the
Texas Department of Transportation (TxDOT) published an Aviation
Division - Request for Proposal for Professional Services. The type of
form available from TxDOT has been claried. The following public
notice is re-published with the clarication.
The City of Marfa, through its agent the Texas Department of Trans-
portation (TxDOT), intends to engage an aviation professional services
rm for services pursuant to Government Code, Chapter 2254, Sub-
chapter A. TxDOT Aviation Division will solicit and receive proposals
for professional services as described below:
Airport Sponsor: The City of Marfa, Marfa Municipal Airport. TxDOT
CSJ No. 0624MARFA. Scope: Engineering and design services for
the reconstruction of a portion of Taxiway B and to create a Terminal
Area Layout Update. Future work in the next ve years may include
construction of a hangar access taxiway and other elements as needed
for the Marfa Municipal Airport.
The HUB goal is set at 0%. TxDOT Project Manager is Sandra Gaither.
Interested rms shall utilize the Form AVN-550, titled "Professional
Engineering Services Proposal". The form may be requested from
TxDOT Aviation Division, 125 E. 11th Street, Austin, Texas 78701-
2483, phone number, 1-800-68-PILOT (74568). The form may be
emailed by request or downloaded from the TxDOT web site, URL ad-
dress www.dot.state.tx.us/business/avnconsultinfo.htm. The form
may not be altered in any way. All printing must be in black on white
paper, except for the optional illustration page. Firms must carefully
follow the instructions provided on each page of the form. Proposals
may not exceed the number of pages in the proposal format. The pro-
posal format consists of seven pages of data plus two optional pages
consisting of an illustration page and a proposal summary page. Pro-
posals shall be stapled but not bound in any other fashion. PROPOS-
ALS WILL NOT BE ACCEPTED IN ANY OTHER FORMAT.
ATTENTION: To ensure utilization of the latest version of Form AVN-
550, rms are encouraged to download Form AVN-550 from the Tx-
DOT website as addressed above. Utilization of Form AVN-550 from a
previous download may not be the exact same format. Form AVN-550
is an MS Word Template.
Please note:
Five completed, unfolded copies of Form AVN-550 must be received
by TxDOT, Aviation at 150 E. Riverside Drive, 5th Floor, South Tower,
Austin, Texas 78704 no later than June 6, 2006, 4:00 p.m. Electronic
facsimiles or forms sent by email will not be accepted. Please mark the
envelope of the forms to the attention of Sheri Quinlan.
The consultant selection committee will be composed of TxDOT Avia-
tion Division staff members. The nal selection by the committee will
generally be made following the completion of review of proposals.
The committee will review all proposals and rate and rank each.
The criteria for evaluating planning proposals can be found at
www.dot.state.tx.us/business/avnconsultinfo.htm. All rms will
be notied and the top rated rm will be contacted to begin fee
negotiations. The selection committee does, however, reserve the
right to conduct interviews for the top rated rms if the committee
deems it necessary. If interviews are conducted, selection will be
made following interviews.
If there are any procedural questions, please contact Sheri Quinlan,
Grant Manager, or Sandra Gaither, Project Manager for technical ques-




Texas Department of Transportation
Filed: May 1, 2006
Public Hearing Notice - Household Goods Carrier’s Vehicle
Liability Insurance Requirements
The Texas Department of Transportation (department) will conduct a
public hearing to receive comments concerning changes to the mini-
mum vehicle liability insurance requirements for motor vehicles with
a gross weight under 26,000 pounds that are used to transport house-
hold goods for compensation. The department will use the information
obtained during the hearing to propose amendments to 43 TAC §18.16,
Insurance Requirements.
The public hearing will be held on Tuesday, May 23, 2006, at 9:00
a.m., in the rst oor hearing room of the Dewitt C. Greer State High-
way Building, 125 E. 11th Street, Austin, Texas. The hearing will be
held in accordance with the procedures specied in 43 TAC §1.5. Any
interested person may appear and offer comments, either orally or in
writing; however, questioning of those making presentations will be
reserved exclusively to the presiding ofcer as may be necessary to en-
sure a complete record. While any person with pertinent comments or
testimony to the issue will be granted an opportunity to present them
during the course of the hearing, the presiding ofcer reserves the right
to restrict testimony in terms of time and repetitive comment. Orga-
nizations, associations, or groups are encouraged to present their com-
monly-held views, and same or similar comments, through a represen-
tative member where possible. Presentations must remain pertinent to
the issue being discussed. A person may not assign a portion of his
or her time to another speaker. Persons with disabilities who plan to
attend the hearing and who may need auxiliary aids or services such
as interpreters for persons who are deaf or hearing impaired, readers,
large print or Braille, are requested to contact Randall Dillard, Director,
Public Information Ofce, 125 E. 11th St., Austin, Texas 78701-2383,
(512) 463-8588, at least two working days prior to the hearing so that
appropriate arrangements can be made.
Written comments may be submitted to the Texas Department of Trans-
portation, Attention: Carol Davis, Director, Motor Carrier Division,
125 East 11th Street, Austin, Texas 78701-2483. The deadline for re-




Texas Department of Transportation
Filed: May 2, 2006
Request for Proposal - Private Consultant Services
The Texas Department of Transportation (TxDOT) announces a Re-
quest for Proposal (RFP) for private consultant services pursuant to
Government Code, Chapter 2254, Subchapter B. The term of the con-
tract will be from project initiation to approximately 3 years later. The
Finance Division (division) of TxDOT will administer the contract.
The RFP will be released on May 12, 2006 and is contingent upon the
nding of fact from the Governor’s Ofce.
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Purpose: The department expects to enter into transportation project
development agreements over the course of the next three to ve years.
The project delivery methods will likely include comprehensive de-
velopment agreements and other public/private partnerships. The de-
partment requires advice in determining and evaluating the appropriate
types and levels of insurance coverage associated with the development
of these transportation projects (including, but not limited to, highway,
toll roads, transit, rail, intermodal, and other related transportation fa-
cilities) through these and other project delivery methods that may be
proposed. There will be multiple projects, each with a separate de-
velopment schedule, for which the department will seek advice on in-
surance matters. The types of insurance coverage for each project are
expected to include, at a minimum, builder’s risk and casualty, com-
mercial general liability, automobile liability, pollution liability, pro-
fessional liability, worker’s compensation, delity and crime, marine
cargo, and business interruption.
Eligible Applicants: Eligible applicants include, but are not limited to,
insurance advisors that provide private consulting services.
Program Goal: The completion of a report that documents insurance re-
quirements for comprehensive development agreements and other pub-
lic private partnerships.
Review and Award Criteria: Each application will rst be screened for
completeness and timeliness. Proposals that are deemed incomplete
or arrive after the deadline will not be reviewed. A team of reviewers
from the division will evaluate the proposals as to the private consul-
tant’s competence, knowledge, and qualications and as to the reason-
ableness of the proposed fee for the services. The criteria and review
process are further described in the RFP.
Deadlines: TxDOT must receive proposals prepared according to in-
structions in the RFP package at or before June 12, 2006, 5:00 p.m.
To Obtain a Copy of the RFP: Requests for a copy of the RFP
should be submitted to José Hernández, Texas Department of Trans-
portation, Finance Division, 125 East 11th Street, Austin, Texas
78701-2483. Telephone (512) 463-4328. Fax (512) 936-2727.
Copies will also be available on TxDOT’s Finance Division web
page at http://www.dot.state.tx.us/n/contract/request.htm or
http://www.dot.state.tx.us, Select About TxDOT, Divisions & Of-




Texas Department of Transportation
Filed: May 2, 2006
The University of Texas System
Request for Applications
The ofce of the Texas Regional Collaboratives at The University
of Texas at Austin requests grant applications to establish Regional
Collaboratives for Excellence in Mathematics Teaching across Texas.
This request is led under the provisions of Texas Government Code,
Chapter 2254. State agencies and others in Texas who are poised
to provide science and mathematics professional development to
teachers are invited to apply for one of approximately twenty grants
in the amount of $200,000. Applications will be reviewed based
on the criteria specied in the Request for Application (RFA). The
RFA, along with all necessary forms, are available for download at
http://ci06.edb.utexas.edu/trc/rfa4_06.html
Applicants will be notied of award status no later than June 30, 2006.
Awards will be distributed by means of sub award through The Univer-
sity of Texas at Austin.
Application due date: May 26, 2006
Award amount: $200,000
Program period: July 1, 2006 - July 31, 2007
Approximate number of grants available: 20
Questions regarding the RFA may be directed to:
Carol L. Fletcher, Ph.D.






Counsel and Secretary to the Board
The University of Texas System
Filed: May 2, 2006
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How to Use the Texas Register
Information Available: The 14 sections of the Texas
Register represent various facets of state government.
Documents contained within them include:
Governor - Appointments, executive orders, and
proclamations.
Attorney General - summaries of requests for opinions,
opinions, and open records decisions.
Secretary of State - opinions based on the election laws.
Texas Ethics Commission - summaries of requests for
opinions and opinions.
Emergency Rules- sections adopted by state agencies on
an emergency basis.
Proposed Rules - sections proposed for adoption.
Withdrawn Rules - sections withdrawn by state agencies
from consideration for adoption, or automatically withdrawn by
the Texas Register six months after the proposal publication
date.
Adopted Rules - sections adopted following public
comment period.
Texas Department of Insurance Exempt Filings -
notices of actions taken by the Texas Department of Insurance
pursuant to Chapter 5, Subchapter L of the Insurance Code.
Texas Department of Banking - opinions and exempt
rules filed by the Texas Department of Banking.
Tables and Graphics - graphic material from the
proposed, emergency and adopted sections.
Transferred Rules- notice that the Legislature has
transferred rules within the Texas Administrative Code from
one state agency to another, or directed the Secretary of State to
remove the rules of an abolished agency.
In Addition - miscellaneous information required to be
published by statute or provided as a public service.
Review of Agency Rules - notices of state agency rules
review.
Specific explanation on the contents of each section can be
found on the beginning page of the section. The division also
publishes cumulative quarterly and annual indexes to aid in
researching material published.
How to Cite: Material published in the Texas Register is
referenced by citing the volume in which the document
appears, the words “TexReg” and the beginning page number
on which that document was published. For example, a
document published on page 2402 of Volume 30 (2005) is cited
as follows: 30 TexReg 2402.
In order that readers may cite material more easily, page
numbers are now written as citations. Example: on page 2 in
the lower-left hand corner of the page, would be written “30
TexReg 2 issue date,” while on the opposite page, page 3, in
the lower right-hand corner, would be written “issue date 30
TexReg 3.”
How to Research: The public is invited to research rules and
information of interest between 8 a.m. and 5 p.m. weekdays at
the Texas Register office, Room 245, James Earl Rudder
Building, 1019 Brazos, Austin. Material can be found using
Texas Register indexes, the Texas Administrative Code,
section numbers, or TRD number.
Both the Texas Register and the Texas Administrative
Code are available online through the Internet. The address is:
http://www.sos.state.tx.us. The Register is available in an .html
version as well as a .pdf (portable document format) version
through the Internet. For website subscription information, call
the Texas Register at (800) 226-7199.
Texas Administrative Code
The Texas Administrative Code (TAC) is the compilation
of all final state agency rules published in the Texas Register.
Following its effective date, a rule is entered into the Texas
Administrative Code. Emergency rules, which may be adopted
by an agency on an interim basis, are not codified within the
TAC.
The TAC volumes are arranged into Titles and Parts (using
Arabic numerals). The Titles are broad subject categories into
which the agencies are grouped as a matter of convenience.
Each Part represents an individual state agency.
The complete TAC is available through the Secretary of
State’s website at http://www.sos.state.tx.us/tac. The following
companies also provide complete copies of the TAC: Lexis-
Nexis (1-800-356-6548), and West Publishing Company (1-
800-328-9352).













31. Natural Resources and Conservation
34. Public Finance
37. Public Safety and Corrections
40. Social Services and Assistance
43. Transportation
How to Cite: Under the TAC scheme, each section is
designated by a TAC number. For example in the citation 1
TAC §27.15: 1 indicates the title under which the agency
appears in the Texas Administrative Code; TAC stands for the
Texas Administrative Code; §27.15 is the section number of
the rule (27 indicates that the section is under Chapter 27 of
Title 1; 15 represents the individual section within the chapter).
How to update: To find out if a rule has changed since the
publication of the current supplement to the Texas
Administrative Code, please look at the Table of TAC Titles
Affected. The table is published cumulatively in the blue-cover
quarterly indexes to the Texas Register (January 21, April 15,
July 8, and October 7, 2005). If a rule has changed during the
time period covered by the table, the rule’s TAC number will
be printed with one or more Texas Register page numbers, as
shown in the following example.
TITLE 40. SOCIAL SERVICES AND ASSISTANCE
Part I. Texas Department of Human Services
40 TAC §3.704..............950, 1820
The Table of TAC Titles Affected is cumulative for each
volume of the Texas Register (calendar year).
